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¢. WITH THE EDITORS 





Business Needs More 


of a risk in the hope of making a 

profit. We had too much of it in 
1929, and paid the penalty that excess 
always exacts. The hangover headache 
was terrific. As a nation we felt re- 
pentent and solemnly swore off the 
stuff. Being human, we cursed it, 
rather than our own greedy and im- 
moderate use of it. 

And while the bad taste of the morn- 
ing after lingered, the politicians rushed 
in self-righteously with a new form of 
Prohibition, guaranteed to save us for- 
ever more from the Demon. It was a 
thing of unmitigated evil, they said; 
this offspring of an Old Deal in which 
the few exploited the many and bank- 
ers and business men were fools, if not 
crooks. 

By some strange metamorphosis of 
human nature all wisdom and all hon- 
esty were suddenly concentrated in the 
brains and hearts of the politicians on 
March 4, 1933. Only to the legis- 


Ay or anik in te is the acceptance 


Speculation 


lators could the taxpayers look for 
salvation. Bankers and business men 
being discredited, only the exalted New 
Dealers could competently plan our na- 
tional destiny and restore to us both 
justice and prosperity. 

And so was forgotten the amazing 
economic and social advance made by 
capitalistic America before the New 
Deal was born. So was forgotten the 
immemorial waste, extravagance, hypoc- 
risy and incompetence of politicians 
high and low. 

Today, therefore, we see speculation 
—in its broadest sense—handcuffed and 
shackled. Apathy and discouragement 
rule the security markets. The flow 
of capital into long-term investment is 
almost completely dammed. The major 
urge of business and of capital is to seek 
preservation, rather than profit; to 
dodge, as far as possible, every risk. 
Long-term planning and investment are 
confined almost exclusively to the Gov- 
ernment. 


The reality is that there can be no 
economic progress in this country as 
long as the spirit of speculation is dead. 
Every business commitment, every in- 
dustrial expansion, every investment in- 
volves an element that is speculative. 
When nothing is ventured, nothing is 
gained. 

In our recent emphasis upon the de- 
structive side of speculation, the con- 
structive side has been ignored. Regard- 
less of laws and theories, economic con- 
struction always has left destruction in 
its wake and always will. New capital 
under normal conditions is always com- 
peting with old capital, destroying it, 
replacing it, rendering better and cheap- 
er economic service. Such is the course 
of progress. Always in the past this 
speculative competition of capital with 
capital has yielded aggregate profits ex- 
ceeding the inevitable losses, adding 
constantly to the national wealth. 

What we need today is more specu- 
lation. 
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Apply These Tested Methods— Now! 


Profit by new business and market trends 


This book—one of the most important we have ever published is now 
in its 8th big edition—completely revised and right-up-to-the-minute. 


It gives a clear, authoritative exposition of the principles essential 
to successful investing and trading under present-day market condi- 
tions—enables the investor and trader to act with accuracy and speed. 


The Business of Trading in Stocks 
By John Durand and A. T. Miller 


Including a Formula for Determining Common Stock 
Values in This Second Phase of the Economic Cycle 


Here two of the best-known experts provide you with a direct and 
usable technique that will enable you to take advantage of today’s 
markets. 


Beginning with pointers on finding the methods best suited to your in- 
dividual requirements, they take you through the various phases 
of manipulation—give usable examples of typical cycles. Then they 
discuss price movements and turning points—the law of averages— 
charts and mechanical systems—show you how to make charts and 
use them. The entire field of trading is covered, including the little- 
known opportunities offered in rights, arbitrage and “puts and calls.” 


Free If You Subscribe Now 


“The Business of Trading in Stocks” is not for general sale. It was 
prepared for The Magazine of Wall Street subscribers, and because 
of the cost of preparation and publication it can be offered only with 
yearly subscriptions. 


ALSO—Free Privileges of a 


Personal Service Department 


By mailing the coupon without delay you can receive a copy of “The 
Business of Trading in Stocks” by return mail—and 26 issues of The 
Magazine of Wall Street throughout the coming year. Your yearly 
subscription will also entitle you to the privileges of our Personal 
Service Department which enables you to write or wire for impartial 
views on any securities which you hold or consider buying. You are 
only asked to limit your inquiries to not more than 3 listed stocks 
or bonds in any one letter in order to facilitate prompt replies. 


This valuable privilege to yearly subscribers enables you to personal- 
ize the work of The Magazine of Wall Street to meet your particular 
requirements. It also enables you to keep regularly informed on 
your investment status and might easily be the means of making or 
saving hundreds or even thousands of dollars. 


Fill in and Mail this coupon NOW 
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UNCLE SAM'S HE relatively costly terms 
CREDIT of the Government's 

September financing, the 
manner of its reception and the present level of Fed- 
eral obligations all combine to suggest that if the New 
Deal hopes to continue the spending of emergency 
billions it may not find borrowing as easy as it has been 
heretofore. The ideal remedy would be to cut down 
on spending, but this would be extremely difficult for 
several reasons. First, the results of Federal pump- 
priming of the economic machine have been disap- 
pointing, which leads the pump-primers to the ready 
conclusion that what we need is more of it. Second, 
the load of unemployment relief is getting heavier, 
rather than lighter. Third, a large number of candi- 
dates for Congress are now seeking votes with decidedly 


C. G. Wyckoff 
Publisher 





Associate Fditors 


The Trend of Events 


broad hints as to the amount of Federal money they 
will obtain for their respective districts. In a sense, 
this may prove to be the most dangerous trend now 
confronting this country. When political fortunes are 
directly affected by the sectional hand-out, it is going 
to be exceedingly difficult for the Administration to 
tighten its purse strings. The probable mandate that it 
will get at the polls in November may well be regarded 
with certain misgivings by Mr. Roosevelt. There is 
real danger that a top-heavy partisan Congress will 
develop into a spenders’ and inflationists’ steamroller. 
Unless the present economic stalemate is broken— 
and there is no sign of nearby major change—we will 
begin to hear, a few months hence, loud howls from 
the representatives of the “peepul,” howls for more 
dollar devaluation, more buying of silver, more spend- 
ing, the veterans’ bonus, greenbacks, the nationaliza- 
tion of credit and so on. The spree will be on. Already 
the momentum is increasing. Only President Roosevelt 
has sufficient personal power to apply the brakes. The 
longer he delays the harder it will be either to slow 
down or halt. 


—_— 
NEEDED EORGE N. PEEK, the Presi- 
REGULATION . dent’s special adviser on 


foreign trade, advises some 
We are getting pretty tired of regu- 
It is 


more regulation. 
lation, but Mr. Peek has a kind that we like. 
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something in the nature of putting insane persons in 
hospitals and fools into the hands of guardians. The 
history of our foreign loans since those days when 
American banks sent beardless boys, on breathless 
salaries, to gather up worthless foreign paper as rap- 
idly as possible, suggests that Americans get loony as 
soon as they go over seas on money missions. Our 
foreign lenders need more than regulation, they need 
body guards who will keep them on leash. During the 
depression we have been paying off much of our small 
obligation to foreigners, but have not succeeded in 
collecting much from them. We lend grandly and 
collect miserably. Today foreign investors have $4,- 
500,000,000 of good holdings here and we have $25,- 
000,000,000 of doubtful holdings “over there.” More- 
over, even if our foreign debtors had the cash to pay 
us, it would do us no good for we don’t want their 
currency, they haven't gold enough to go far, and if 
they had it wouldn’t do us any good except to hasten 
an inflation that we can easily stage without any more 
of the yellow metal. By all means, Mr. Peek, do 
something to save us from another attack of foreign 
loans! 


UP fast and _ agricultural 

prices rise rapidly. The 
drought is broken, but not before it broke price dis- 
parity. With some help from A A A control the 
drought evened up values of farm products with those 
of “boughten” goods. And now the blessed rains are 
disposing of the evil out of which came good. The 
western country is green again with pasturage and 
forage, mixed with considerable “long green” from 
corn-hog payments, payments for wheat the drought 
prevented, relief payments, corn loans, and buyer's 
cash where there is anything to buy. For the next 
two or three years farmers will trade with others on 
even terms, and while there will be many a howl from 
housewives about food prices, merchants will rejoice 
in their swelling country accounts and the separate 
plenty of city and country will become common 
abundance. 

All over the world the hewers of wood and the 
bearers of water are staging a comeback, and the stage 
is being set for another area of that fair and balanced 
exchange upon which prosperity rests. If this natural 
reflation shall proceed fast enough it will head off our 
accelerating movement toward money inflation and we 
shall be spared the climatic agony of a national paper 
money and bank credit spree. 


NATURE EVENS i Ge in the West fall 


—_— 


SENSE FOR HE President’s spe- 
A SENSELESS STRIKE cial board of in- 

quiry into the tex- 
tile strike has done a good job. It has decided that 
national unionization of the textile industry is not now 
feasible, it definitely advises the strikers to go back 
to work and recommends that employers accept them 
without individual discrimination. It proposes a spe- 











cial labor relations board for the industry to examine 
the grievances of the employees and adjust them. The 
present controversy is to be settled by a presidential 
decision after the facts have been ascertained by com- 
petent inquiry and aired in a hearing. 

All of this might well have been done before the 
strike was called but the haste of the leaders in plung- 
ing their followers into a strike which could not win 
may be pardoned in view of the long-prevailing bent 
of the Administration toward the fallacious idea that 
wages are entirely a matter of good will on the part 
of employers regardless of economic realities. 

This destructive strike would hardly have made a 
ripple if the local authorities everywhere had promptly 
moved to maintain law and order and individual rights. 
Its apparent extent was largely the product of terror- 
ism which sought to impose the will of a minority upon 
a majority of the workers. This is not to say that 
there is no chance to improve the lot of the workers 
in the textile industry, but it is to say that an emotional 
strike is no way to deal with a complex industrial 
problem. 

The finding of the inquiry board that national union- 
ization is not adapted to the textile industry is of wide 
significance. It’s the best thing that has happened 
yet to that trouble-making 7(a) article of the Industrial 
Recovery Act. It gives hope that industry may be 
saved from central labor dictatorship and be enabled 
to deal locally with local situations—but in accordance 
with general principles and supervision designed to 
prevent the exploitation of labor. 


——_ 


HE provisions of the law 
| i bringing the security mar- 

kets under Federal regula- 
tion come into full effect on October 1. As this is 
written it may be said that the S E C is booted and 
spurred; ready to climb into the saddle and take the 
reins—but this would be to exaggerate a formality to 
which Wall Street has been adjusting itself for weeks. 
The Commission has been on the job for some time, 
organizing its preliminary and initial tasks. Fortu- 
nately, it has thus far shown a praiseworthy inclination 
to make haste slowly in a difficult and delicate job. 
We are confident that it will continue to do so. In 
its rules concerning short-selling, floor trading, the 
operations of specialists and many other matters it is 
within its discretionary power to throw a devastating 
money wrench into the market machinery. Since it 
has every reason to desire an orderly—and, in fact, 
advancing—market, we think it a safe bet that it will 
bend over backward to avoid any untoward excitement. 


SEC IN 
THE SADDLE 


a ee 
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UR most recent investment 
advice will be found in the 


discussion of the prospec- 
tive trend of the market on page 588. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, September 24, 1934. 
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As I See It 


—~ By Charles Benedict 


The Ideal and the Practical 


ARLY in November the American people will face 
the most critical stage under the New Deal. On the 
decision made at the polls at that time depends the 

future of this country. It is not true that capitalism will 
be on trial,—that the choice lies between radicalism and 
conservatism. Emerging from the confusion of political 
ideas and promises, relief programs, social and economic 
reforms, the issue stands out clearly. It is—whether the 
American people believe that politicians are better qualified 
tc lead them out of their difficulties rather than the experi- 
enced business men who have been the backbone of this 
country’s progress since the birth of the nation. Socialistic 
government threatens. The truth is that these beautiful 
and inspiring ideals of human relationship are not yet 
possible of realization in this materialistic age. As a philo- 
sophy and goal for mankind it is a fine thing,—but any 
attempt to establish it politically must result in great dis- 
illusionment and disaster for the common people, because 
the spiritual development of mankind has not kept pace 
with its hopes and dreams. 

It is inevitable under a Socialistic government that it is 
the politician who will have free sway,—who will have 
control of the destinies of the people,—and who as repre- 
sentatives of the people will have the carrying out of all 
the proposed programs for rehabilitation and recovery. And 
we well know what that means. It means that the people 
will have conditions forced on them that they as a whole 
are not expecting because they are so carried away by the 
ideal plans for the future that they do not see the realities 
which they will be obliged to face when it is attempted to 
rationalize these golden promises. 

The discontent of the people during this soul trying 
depression is no common sense reason for the complete 
overturn of our present type of government. It should 
not be forgotten that it is under this 
democracy that current relief has been 
possible—that the correction of various 
abuses has been effected. Our present 
form of government, in other words, 
had demonstrated its potentialities for 
relief, reform and protection; but if 
we modify that democracy along the 
Socialistic lines suggested by radical 
thought, how far will this protection 
extend? What chance of redress would 
citizens have under a Socialistic gov- 
ernment, supreme in itself and ac- 
countable to nobody? Under it, are 
politicians likely to agree to reforms 
which would in any way lessen their 
own power?—Or are they likely to 
remove their hands from the cash box 
when they once have a firm grasp on 
the money therein? Any man can 
answer this question for himself by re- 
calling the records of graft, of dishon- 
orable alliances with vice and corrup- 
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tion that are connected with even established political 
control. 

The election this year will decide whether we are going 
further into state capitalism and eventually away from pri- 
vate capitalism. Specifically, the election will determine the 
political character of both the upper and lower houses of 
Congress during an interval when that law making body 
must consider measures which may affect the individual 
income, our mode of living, and our business processes, 
more deeply than any legislation heretofore enacted. In 
other words, it will determine whether Congress is to be 
so one-sided in its politics as to serve as a rubber stamp 
for whatever legislation the radicals may “sell” the Presi- 
dent; or whether the “left” will be tempered with a whole- 
somely strong minority. Under our system of government, 
no matter what party may be in power, a strong minority 
is desirable to serve as a check on the extremist tendencies, 
be they conservative or radical. 

Prospects of securing a measure of such political balance, 
however, are none too bright. Three potent forces are at 
work against it: (1) The power of widely distributed Fed- 
eral funds, (2) the organization which has been perfected 
to use this distribution to its own ends, and (3) the great 
advantage arising to the party in control because of the 
unconvincing character of conservative or opposition lead- 
ership. 

The force of the first is clearly shown in the Maine 
primary. Whereas this state paid about 8 million dollars 
in taxes to the Federal Government last year, it has received 
13 million dollars from the PW A, CWA, RFC and 
other governmental agencies. From the P W A alone this 
state received 50 per cent more than it is entitled to on the 
basis of its population. The success with which he was 
able to secure government funds was the open boast of 
the nominated Governor. Further, to 
back up his claims, the Democratic can- 
didate offered as evidence a letter from 
the President offering “sympathetic con- 
sideration” to requests for large avail- 
able funds (the candidate estimated the 
amount at 50 million) for the devel- 
opment of the great Bay of Fundy 
project by which the tides would be 
harnessed for electric power. Under 
such circumstances, is it any wonder 
that Maine endorsed the New Deal? 
Moreover, if such policies were suc- 
cessful in that state will not other ex- 
penditures produce like results else- 
where? We have an example already 
in the 587 million dollars allotted to the 
24 drought-stricken states and in the 
72 million dollars which will be paid 
to cotton growers next month although 
some of this money is not due until 
December. Thus the preliminary steps 

(Please turn to page 630) 
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arket Weighs New Deal 


Uncertainties 


Prices Hold in Trading Range While Busi- 


ness Deadlock Awaits the Political Decision 


By A. T. MILLer 





FORTNIGHT of slow =a 
reaction in the stock 
market, cancelling vir- 
tually all of the August rally, 
has been followed at this writ- 
ing by a mildly encouraging 
rebound. Both in trading ac- 
tivity and in price fluctuation, 
however, the movement re- 
mins on such a cesultory scale 
as to reduce nor..:al technical 
conclusions to a mere splitting 
of conjectural hairs. 
In the most recent phase of 
decline the railroad and pub- 
lic utility shares sagged to new 


DuPont 

Borden 

General Electric 
Gulf Oil 

National Lead 
Union Carbide 
Lake Shore Mines 


Stocks Recommended for 
Accumulation: 


Commercial Credit 
National Sugar 
American Cyanamid can 
Continental Oil 
Liggett & Myers “B” 
Pillsbury Flour 
United States Gypsum 


sold position is probably much 
nearer the mark. 

All of which leaves for the 
next week or two the answer 
to the question whether the 
former resistance levels have 
been convincingly _ tested, 
whether rallying tendencies 
assume more than the 
merest technical and tempo- 
rary significance or whether 
the next base of significant 
support must be found some- 
what lower than reaction has 
yet carried us this year. 

Meanwhile little or nothing 


Scale-down 





lows for the year, violating the 
July closing lows. According 
to the normal lines of speculative reasoning, this perform- 
ance—especially in the rails—would be considered indica- 
tive of significant market weakness. Yet there is nothing 
of mystery in this particular market pattern, for the rails 
and the utilities happen to be the groups least benefited— 
perhaps we should say most harmed—by the aggregate 
of New Deal policies. 

There would, therefore, appear to be considerable hazard 
in assuming that the more favorably situated industrial 
group must of speculative necessity follow the market pat- 
tern of the less favored groups. For what it may be worth, 
the industrial group has rallied from a level moderately 
above the lows of July and of last October, and so remains 
within the broad trading range monotonously marked out 
over the past fourteen months. For that matter, neither 
the rails nor the utilities have penetrated former lows by 
enough margin or with enough activity to carry any genu- 
ine conviction. 


Unbroken Stalemate 


And thus the stalemate into which the market has set- 
tled, along with business, remains essentially unbroken. 
The current rally carries even less conviction than the reac- 
tion which preceded it. It is accompanied by reports of 
short-covering induced by the somewhat vague news that 
the S E C has been “investigating” short-selling. It is also 
accompanied, as a rally always is, by a modest turn for 
the better in speculative sentiment. The simpler explana- 
tion that a market bare of any important volume of urgent 
liquidation merely had worked itself into the usual over- 
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calculated to galvanize the 
stock market into enthusiasm 
can be seen in the near-term politico-economic outlook. 
According to all indications thus far, hopes that the results 
of the November Congressional elections will of themselves 
bring about modification of disturbing New Deal policies 
are doomed to disappointment. Moreover, there is a gen- 
eral, and wholly logical, belief that the Administration has 
scant reason to make any major decisions or changes in 
policy until after the election. Thus, “Washington news” 
—so potent a factor in the 1933 stock market—is for the 
present a stand-off. 


Which Way for the New Deal? 


In business there is considerable evidence that consump 
tion for some weeks has been exceeding industrial produc- 
tion, with the implication that at least a moderate upward 
reversal in the line of general business activity should soon 
be experienced. On the present evidence, there is little 
reason to believe this would amount to more than another 
business “rally” within the depression range of the past 
year—a range comfortably above the stagnation of 1932 
and early 1933, but uncomfortably below the level of ade- 
quate national income, adequate private employment and 
adequate living standards. 

We think it improbable that a stock market gravely con- 
cerned over the longer range implications of the Roosevelt 
policies will be more than casually interested in such minor 
fluctuations of the business activity line—either up or 
down—as are likely to occur during the rest of the year. 

What the market desires to know—as we see it—is 
when and how the present economic impasse will be broken. 
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It is only the breaking of this stalemate—marked by a 
business level no higher now than it was a year ago—that 
can give a new and dynamic impulse to the movement of 
security prices, regardless of trading range fluctuations 
meanwhile. 

It appears to us extremely improbable that this deadlock 
will last much longer. There is not the slightest doubt 
that the President is well aware of its existence. There is 
not the slightest doubt that it calls for decisive action, 
regardless of the outcome of the elections. 

We think it logical, therefore, to anticipate that after 
the elections are out of the way President Roosevelt by 
word or deed will indicate more clearly than has yet been 
done the direction in which he proposes to steer the New 
Deal from here on. It is difficult to believe he can ignore 
the rising demand that he speak frankly to the nation, 
revealing in much more than glittering generalities his 
objectives and his proposed methods. 


Two Roads Open 


ct 


There are only two roads open—one to the Right, the 
ther to the Left. The effort heretofore to compromise has 
satisfied neither conservative nor radical forces, and com- 
promise becomes increasingly difficult. If we are to have 
: normal economic recovery, present disturbing policies and 
philosophies must be modified in such a way as to restore 
capitalistic confidence and initiative. This is but to say that a 
satisfactory peace must be negotiated between the New Deal 
and American business. If we go this way sound stocks will 
in the course of time rise far above present depressed levels. 

The alternative is quite clear. It is more “pump-prim- 
ing”, vast spending, vast borrowing, increasing agitation 
for quack nostrums of wage and hour control, rising de- 
mand for more 


are larger than the risks presented in the above investment 
program, it is our opinion that sound equities offer promise 
of worth while intermediate profits if accumulated around 
the lower level of the year’s trading range—as marked by 
the July low on the chart which accompanies this article— 
or if averaged on a prudent scale-down basis in the event 
that this indicated price level is broken. Against the 
technical and temporary significance of any such break, 
unless accompanied by much larger volume than now 
appears possible, we would be inclined to give greater heed 
to the fundamental forces above discussed, since they point 
inevitably to a major upward trend of prices in which 
interruptions can only be temporary. This article is again 
accompanied by a list of recommended equities. 


Business Slightly Better 


The current business records may be said to have slightly 
less of an indigo tinge about them, though the aggregate 
change can scarcely be regarded as of major significance. 

Steel operations in the latest week have advanced to 
22.5 per cent of capacity, but while the direction is 
right the improved level, of course, means a paucity of 
demand for this king of the heavy industries, as well as 
continuing heavy losses for the steel manufacturers. The 
slight betterment appears to reflect a miscellaneous replace- 
ment demand, rather than the beginning of a significant 
autumn upturn. Federally-financed construction remains 
the chief sustaining factor, although tin plate shows contra- 
seasonal activity because of export demand and Federal 
meat-packing operations. Rail making is virtually at a 
standstill and demand from the motor industry is declining, 
pending introduction of the new models. 

Automobile production is being tapered off and it is 

indicated that Octo- 
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flation of quite un 
predictable scope. 

Need we point out that, whichever 
is no alternative whatever to the | 
policy previously advocated in these 
can only be the patient retention of 
equities, and the placement of additic 
such equities as the opportunities of 
reaction present themselves. 

While the risks of short-term tradi 
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ago. The index of 
electric power output has declined sharply, but the greater 
portion of this loss reflects the textile strike in New Eng- 
land and in the southeastern states. The output of coal 
is moderately larger. 

In retail trade reports from most sections of the coun- 
try are favorable, with department store dollar volume 
running 2 or 3 per cent above a year ago and with 

(Please turn to page 625) 
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A New Wave of Depreciation 
Threatens World Currencies 


Will Another Devaluation of the Dol- 


lar Be Forced? 


Will Inflation Result? 


By M. Gorpon SouTHWICK 





NCE upon a time there 
was a nation. And the 
people of that nation 

rejoiced in their money, for 
it was standard throughout 
the world. Their pride in it 
caused them to take it upon 
the Continent and spend it 
haughtily and condescending- 
ly. The peoples of the Conti- 
nent thought them objection- 
able: as in truth they were. 
But there came a great war 
which weakened this people. 
Their money became of less 
esteem. And they sorrowed 
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are perhaps born of exagger- 
ated fears, they do have a 
logical basis. All talk and 
policies to the contrary, the 
world is not made up of iso- 
lated nations and the action 
of a people, or of a currency, 
always has at least some for- 
eign repercussions. 

Now, although the recent 
decline in the foreign exchange 
value of the pound sterling 
was not in itself large, and 
despite the fact that it has 
occurred at a time when the 
pound is seasonally weak, 








therefor. Then there arose 

another nation, whose money 

in turn became the standard towards which the world 
struggled. Like the people of the first nation, the people of 
the second nation esteemed their money and took pride 
in it. When they spent it in far places, they asked always 
“And that, how much is it in real money?” meaning their 
own. 

There came then a catastrophe. And the monies of both 
nations lost caste. But there was little sorrowing, for the 
minds of men had changed. They say now “He who has 
the least worthy money shall be the most blessed”. So, 
have old precepts been forgotten. And the names of the 
nations are England and the United States. 


Today, we live in a world of nationally manipulated 
monies. Government manipulate their money for the 
purpose of obtaining some effect among their own people, 
for effect upon themselves and for effect upon other na- 
tions. They even manipulate another’s money to their 
own ends. Is there any wonder under such conditions that 
businessmen tremble at the monetary actions of their own 
government and fearfully scan the daily press for evidence 
of foreign counteraction. The whole makes up a crazy- 
guilt of short-sighted selfishness. 

It was quite in keeping with the times that the recent 
decline in the pound sterling should draw forth conjectures 
as to whether the nations of the gold bloc could long main- 
tain their hard-defended standard and even as to whether 
our own “reflationary” policies would not be adversely 
effected. It is unfortunate that, while these conjectures 
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attention was drawn to the 
movement because it came 
after a number of months of relative stability and because 
there is now clear evidence that the world-wide recovery 
which may, or may not, have been brought about by cur- 
rency depreciation, is faltering. In other words, if the 
world-wide business improvement over the past year or 
two was the result of currency depreciation and, if this 
improvement is now making no further progress, why not 
another hypodermic of which the decline in sterling could 
be the first evidence? 


Effect on the United States 


No one can know, of course, at this early date whether 
sterling’s decline has been artificially manipulated, or 
whether the British Exchange Equalization Fund merely 
stayed out of the market and let nature take its course. It 
is certain, however, should the decline be the forerunner 
of a major movement, it would not be without its effect 
upon us and the rest of the world. Let us make the why 
and wherefor of this clear. 

The “natural” exchange value of two currencies depends 
upon the purchasing power that each has in the country 
of origin. If the English pound will buy less in England 
than its equivalent in this country, there is a tendency for 
Englishmen to spend their money here rather than in their 
own country. In order to do this, they must exchange 
pounds for dollars and the larger supply of pounds tends to 
depress the price in terms of dollars. When this happens, 
the decline in sterling exchange is a “result” and shows that 
a disequality is being corrected. No nation need worry 
about it. 
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Today, however, it has become common practice 
to take that which normally is “result” and make it 
“effect”. This is a wholly artificial operation involving 
tariffs, quotas, trade agreements, exchange clearing houses 
and immense “equalization” funds. If the decline in 
sterling falls into this category, it does not mean that a 
higher English internal price level is been adjusted, but 
that a higher American price level is being brought about 
artificially. 

And the results of this? With the exchange held rigid 
at an artificially low level—although it is not to be taken 
that this is as yet actually the case with sterling—there is 
only one way that the tendency of the two countries’ 
internal price levels to adjust themselves can act. It is 
directly; the American price level will fall and the English 
price level will rise. This might be all very well for 
England, but it certainly would not suit us, nor France, 
nor the rest of the world in general. 

There is ample confirmation of this argument in recent 
history. Look at the accompanying graph. When Eng- 
land abandoned gold in 1931 and the exchange value of 
the pound to the then gold dollar fell, note the downward 
swoop of American commodity prices. The same accelerated 
deflation was felt in every other gold standard country. And 
to escape it many followed England in her abandonment 


of gold. 
Price Reactions 


Now follow the graph a little further. See how, when 
we too abandoned gold, our own dollar price level shot 
forward and that of England hesitated and then commenced 
to decline. Still later as the pound depreciated further, 
English prices commenced to climb again. Following dollar 
stabilization early this year, our prices should have declined 
with the pound. But 


and the like? This is possible. But could such a course be 
financed in an orthodox manner? If not, it would mean, 
of course, inflation. Even if the bond market could stand 
the necessary financing, would it not virtually amount to 
about the same thing as the dollar devaluation that we wish 
to avoid lest capital take fright? Nor is there any reason 
to believe that there is any solution to the problem even 
if the President did exercise his power and cut the gold 
content of the dollar to the fifty-cent level, for the world’s 
paper currencies have only to stage a compensatory decline 
to nullify the effort. 


Gold Bloc Deflates 


To France and the other gold bloc countries, the dilemma 
generated by falling paper currencies is nothing new. The 
pressure on their internal price levels when England first 
abandoned gold and then when we followed has been 
very great. They have attempted to meet the challenge by 
the most heartbreaking deflation. In the case of Italy, time 
and again, Mussolini has decreed “ten per cent off the price 
of everything.” How much more pressure they can stand is 
problematical. They already have been driven into almost 
untenable contradictory policies. For instance, in order 
to protect their gold stocks and the standard by which they 
swear they have been obliged to restrict imports in various 
ways. This restriction of imports, as is always the case, 
has tended to raise the domestic price level just when all 
other efforts were bent upon lowering it into adjustment 
with that of countries with depreciating currencies. 

Yet, suppose they did abandon their standard and began 
to pursue an active “reflationary” policy as in the United 
States and England; would it help them and what might be 
the effect upon the rest of the world? They undoubtedly 
would experience some relief just as England and the 
United States obtained 
relief. From the point 





that they did not, it 
would seem, can be ex- 





plained quite  satisfac- 

, 180 
torily by saying that the ia 
price-raising effects of 


the drought and other 
matters solely internal 
were more powerful 
than the price-depres- 
sant of a declining pound. 

With this as a back- 
ground, it is readily un 
derstandable why we in 
the United States paid 
so much attention when 
sterling broke away on 
the downside from the 
level at which it had 
been stable for so long. 
The break came at a 
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of view of the rest of 
the world, however, 
! such action might well 
produce a new record in 
currency chaos. Initial- 
ly at least the effect 
would be deflationary on 
the internal price levels 
of all other countries, 
for England's abandon- 
ment of gold depressed 
world gold prices as did 
our abandonment later. 

Should the rest of the 
world in an effort to up- 
hold price levels, threat- 
ened by the reversal of 
the gold bloc’s policy, 
reflate or inflate further, 
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covery movement had 
begun to run into seri 
ous difficulties—at least so far as further progress is con- 
cerned. Politically, a major price decline at the point is 
unthinkable. But what could we do, if one got under 
way? Having re-stabilized on gold, any further devalua- 
tion of the dollar would be a terrific shock to the confidence 
of capital, already extremely nervous. The Government, 
even at this moment, is having enough trouble about the 
market for its bonds without inviting addition..! cif 
by again tinkering with the dollar. 

Would we perhaps attempt to hold ov 
by accelerating relief expenditures, paying | 
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a war of currency de- 
preciation, of which the ultimate effect might well be 
world bankruptcy. As this happened there would be wild 
speculation; the paper billionaires would strut their little 
day, while the vast majority staged their death struggle in 
the enveloping mire of depreciating money. 

Is there an alternative? But before attempting to answer, 
let us review briefly the history of this thing. Ever since 
the war, the whole world had been living in an Alice in 
Wonderland dream. An unsound situation was bolstered 
up temporarily by another twice as unsound. Eventually, the 

(Please turn to page 625) 


591 














ignificant Foreign Events 


By Grorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


The League 


The fifteenth annual assembly of 
the League of Nations constitutes the 
most significant, or at least the most 
spectacular, foreign event of the month. 
The tranquil city of Geneva has become 
a scene of lively activity, hotels swarm 
with diplomats, restaurants resound 
with a babel of foreign tongues, while 
press corridors echo with whispered 
rumors of momentous happenings. Edi- 
torials reach heights of eloquence by 
solemnly pronouncing the fifteenth as- 
sembly a “parliament of the human 
conscience”. But now, more than ever, 
the fact must be squarely faced that fixed bayonets, figura- 
tively speaking, know no conscience. The two most bellig- 
erent powers, Germany and Japan, have withdrawn from 
the League, while the world armament industry haggles 
over the division of international sales territories. 

France and England have dragooned member powers 
into according Russia a permanent seat in the assembly, 
thereby affording the Soviets a smoke screen behind which 
they can more effectively conduct propaganda activities. 
In fact, the League today through the admission of Russia 
is justly accused of having abandoned its ideal and living 
in fear rather than hope, has been reduced merely to a 
political group with the single purpose of encircling Ger- 
many with a military cordon. 

Not only have Western powers failed to take united 
action on the behalf of China against Japan, but Japan’s 
flaunting of the League in the Far East has seriously under- 
mined the Assembly’s prestige throughout the world. 

One problem now embarrassing the assembly is the deter- 
mination of ways and means to bring a stop to the Chaco 
war. An arms embargo without universal adherence proves 
futile. Both Bolivia and Paraguay have solicited League 
aid when the defeat of either nation seemed inevitable, but 
as the tide turned, League intervention has been successively 
rejected. Military attachés assert that a decisive victory 
on either side is rendered impossible by the geographical 
distance between the two capitals and that the present 
conflict, lacking more righteous causes, constitutes a prof- 
itable market for arms and munition manufacturers. The 
burning question of the Chaco will be referred to the sixth 
commission of the League for ultimate solution. Let us 
hope that some action is forthcoming from this source 
before the two isolated armies are exterminated. 

Another danger point is the Saar. If a vote were taken 
today, irrefutably the territory would be returned to Ger- 
many. But many unforeseen events may transpire between 
now and the approaching plebiscite in February. The 
League council, after deliberation of the report of Baron 
Aloisis’ committee of three, is delegated with the almost 
superhuman task of guaranteeing an impartial election and 
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protecting the rights and liberties of 
the Saarlanders in the face of threats 
and flattery of Hitler agitation. Mean- 
while, the Vatican, with the apparent 
purpose of protecting Catholics in 
Germany, is playing both ends against 
the middle in the Saar by using the 
bishops of the adjacent dioceses to 
placate anti-Nazi tendencies. At the 
same time, the papal state strongly 
criticizes the intolerance of German 
religious persecution. Since the popu- 
lation of the Saar is 75 per cent Catho- 
lic, the political influence of the Vatican 
must not be overlooked as a potent 
factor in deciding the territory’s ulti- 
mate destiny. 

While Nazi propaganda units have been temporarily 
withdrawn from Austria with the concentration of this 
activity in the Saar, Prince Stahremberg foresees a second 
putsch before many months have elapsed, while Chancellor 
Schuschnig, pleading for Austrian independence on the 
floor of the League assembly, pointedly infers that Austria’s 
economic survival can be assured unless external interven- 
tion creates a case of force majeure. 

To further embroil the assembly’s procedure, at the time 
of writing, a dead-lock has apparently been reached over 
the Minority Pact, denounced by Poland. 

League members with considerable blandishments, pre- 
dict that the United States will follow an auspicious course 
by joining up. With the Wilsonian ideal dead, the ques- 
tion may now be asked what will it profit the United 
States to affiliate itself with an international organization 
as long as its principles of autarchy remain intact—as 
long as its foundation is based on absolute nationalism? 
What good end would be attained, even with regard to the 
Sino-Japanese dispute, by an alliance with the League 
whose efforts so far have dismally failed in promoting Far 
Eastern collaboration? 


Central Europe 


Political tension in Central Europe is sufficiently alarm- 
ing to occasion a visit next month of French Minister 
Barthou to Rome, to be followed by a conference between 
Mussolini and Mr. Benes of Czechoslovakia. A Franco- 
Italian agreement on Central European issues is now as 
close as the divergent interests involved permit. A corpo- 
rate program planned by these two powers proposes as far 
as possible to eliminate political issues, which have ob- 
structed the rehabilitation of Central Europe and concen- 
trate during the coming months purely on commercial 
issues. France professes to be willing to grant trade con- 
cessions without reciprocal benefit to all countries in Central 
Europe, whereas Italy tentatively agrees to grant similar 
concessions to those countries with which she has a favor- 
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able balance of trade. It is hoped that the Little Entente, 
allied with France and Austria-Hungary, closely affiliated 
with Italy, can be forced into some frame of commercial 
collaboration for their own salvation. Taken in conjunc- 
tion, Czechoslovakia, Rumania, Serbia, Austria, Hungary 
and Jugoslavia comprise a consumer market of approxi- 
mately 60 million population. To date the only stumbling 
block in this scheme is Jugoslavia, whose antagonism against 
Italy has been stimulated to an unwarranted pitch by for- 
eign elements within the country. According to official 
informants, the implication is that Nazidom contemplates 
the next drive in Austria, through the Jugoslavia frontier, 
a move which would inevitably throw Italy into the breach. 
In order to avoid the possibility of this contingency, primary 
importance is attached to the pourparlers of Rome next 
month. 


What Price-Gold? 


Gold has become increasingly prominent as a speculative 
commodity in proportion to its repudiation by national 
governments as a sacred guarantee of monetary stability. 
Yet, since the accentuation of currency distress and the 
aggravation of military insecurity, the nations cling more 
desperately than ever to the gold bar so precariously bal- 
anced over the bottomless pit of financial chaos. 

Unquestionably, the world is reluctant at this stage to 
completely abandon gold as a medium of international 
exchange. Since England suspended the gold standard in 
the autumn of 1931, official statistics reveal that gold im- 
ports amounted to the staggering figure of 641 million 
pounds sterling, while exports have totalled 350 million 
pounds. The London “gold rush”, furthermore, was given 
a tremendous im- 
petus by Roosevelt's 
policy of writing up 
the price of the yel- 
low metal in terms 
of currency to 35 
dollars per ounce. 
Not only has specu- 
lation run rampant 
in gold mining 
shares, but investors, 
distrustful of their 
own currency, have 
in large numbers 
turned to gold as 
the single security 
in a world of depre- 
ciating values. 

The _ consistent 
rise in the currency 
value of gold has 
until now failed to 
stimulate an alarm- 
ing increase in the 
output of the South 
African mines (ap- 
proximately 46 mil- 
lion pounds annual- 
ly), but gold resources in other count 
exploited at a rapidly accelerated pace. 
newly mined metal, the de-hoarding mo 
engendered by government decree and in 
by the release of private stocks in India 
appreciably the world’s gold supply avail 
lative purposes. 

Nevertheless, gold mining stocks are 
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attractive at current quotations, while the prevailing price of 
gold in London of 140 shillings 91/2 pence per ounce to- 
day appeals to foreign speculators. 


* * * 
Geographical Diversification—an Added Security 


Restrictions clogging international trade during the past 
ten years have fostered the development, on a vast scale, 
of the branch factory movement in foreign countries. The 
operation of manufacturing units abroad has, heretofore, 
been strongly criticized by one school of economic thought 
on the grounds that it deprived American labor of its 
rightful opportunities for employment. On the other 
hand, the complete blockade against American manufac- 
tures imposed in many countries by the use of prohibitive 
tariffs and the application of stringent quotas has, in the 
main, justified the organization of subsidiary foreign enter- 
prises. Export industries primarily hit by those measures 
of trade restrictions have been in the automotive, radio, 
typewriter, electrical appliances, prepared food products 
and moving picture fields. Consequently, so long as trade 
barriers tend to obstruct normal commercial intercourse, 
idle capital will inevitably seek profitable employment be- 
yond the confines of national frontiers. In this respect, 
the primary objective is to camouflage, for political expedi- 
ency, the actual ownership of capital so invested and, for 
this reason, intensive activities of American companies 
abroad have been intentionally soft peddled. Various key 
industries in the United States have therefore, by gradual 
expansion, acquired a truly international character: Stand- 
ard Oil of New Jersey, for example, controls through a 
dummy holding company some eight or nine distinct enter- 
prises in France alone but, because of the fear of discrimina- 
tory adverse legisla- 
tion, actual partici- 
pation in foreign 
industrial activity is 
cloaked in the ut- 
most secrecy. This 
precaution, in fact, 
constitutes a far- 
sighted policy as 
witnessed by the 
shut-down of the 
Corn Products prof- 
itable plant in Ger- 
many a few years ago 
as a result of dis- 
criminatory _ legisla- 
tion. Corn Products 
in France, however, 
still retains a virtual 
monopoly of the 
domestic glucose in- 
dustry, while Coca- 
Cola by granting 
franchises to bot- 
tlers in practically 
every country of the 
world has become, 
to all intents and 
irposes, an international institution. 

Opponents of the branch factory system claim, especially 

‘ late, that foreign exchange restrictions prevent the trans- 

of profits to the parent company, thereby nullifying 

ry advantages to be gained from overseas operations. 

here are, however, practical methods of surmounting this 

ystacle. For example, The American Radiator plant in 
(Please turn to page 630) 
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a Brake on Recovery. 


Present Set-Up of National Recovery Act Is Recognized as 


Reorganized Body Will Either Produce Desired Results or 


Suffer Extinction. 


NRA in Rehabilitation 


By Joun C. 


LL things change, but N R A holds the record. 

Changing daily in its evolution since the hour of 

its birth, it is now in the violent change of reorgan- 
ization. Nothing is certain about it except that it will 
change—and the President will ask Congress for another 
year of life for the process of change. : 

Forever altering within, N R A oscillates without cease 
in the favor or displeasure of the great and little groups 
of the business world. Long high in favor with organized 
labor, it is now anathema with the American Federation 
of Labor. Received with joy by big and little business 
in the beginning, it is now damned by little fellows and 
scoffed at by big fellows. 

Hailed as the inaugurator of plan in a planless business 
world, its chief planner resigns because he thinks the plan 
is all wrong in its fundamentals of price and production 
control. 

Almost at the same moment the President calls upon 
industry to reduce its working week and keep up pay— 
even as production indices fall and prices of necessities 
rise. 

Now the critics of N R A demand still further changes, 
and the President proposes an alteration that may mean 
its dissolution. 

Gloomy as are these broad statements of fact it is also 
true that almost every critic desires the retention of NR A 
in some form or degree. 


Richberg, Director of Directors 


At outs with Donald Richberg, who was chief counsel, 
and has now, as director of the National Emergency Coun- 
cil, become the universal co-ordinator of the fifty or more 
emergency agencies of the Government hopelessly entangled 
with National economy and in essential conflict with each 
other, convinced that N R A is too big a job for any 
mortal man, General Hugh Johnson himself outlined the 
plan the President has tentatively indorsed. It splits NRA 
into three parts: 

1. Policy 

2. Enforcement 

3. Administration 

Policy is to be determined by a board, Enforcement is 
to be turned over to the Department of Justice, Adminis- 
tration is to be General Johnson. No general executive is 
to be established as such. President Roosevelt will probably 
be it in fact. The general conception is that this is to be 
the N R A setup for the remainder of its statutory exist- 
ence, with the further view that if it works something 
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like it will be enacted by Congress for another expert- 
mental year. This loose arrangement has been compared 
to the tripartite division of the Government of the United 
States into legislative, executive and judicial functions. 
No changes of policy have been announced, but the Presi- 
dent has hinted that it may be necessary to abandon 
price control. 


A Change to More Changes 


The proposal has been received without much enthusiasm 
in the business world, much as it has complained of the 
difficulties of ever-changing policies. It is feared that a 
policy board, segregated from administration, will result 
in another agency controlled by enthusiastic reformers out 
of touch with reality, ready to conduct with gay non- 
chalance another experimental operation on a nation already 
in decline from exploratory surgery. Business, apparently, 
would have preferred a board comparable to the board of 
directors with the administrator as chairman. Fear is 
expressed that the board will be loaded with passionate 
radicals and that an effort will be made to embody in perma- 
nent legislation a large degree of business socialization. 
The board idea, although formally put forward by General 
Johnson is apprehended to be more the thought of Miss 
Perkins, Secretary of Labor, who has always regarded 
N R A as more important as a dreamy champion of the 
rights and privileges of organized labor, than as a con- 
servator of business. It was probably indorsed by Rich- 
berg, who has given much thought to the rehabilitation of 
N R A. He will probably be influential in determining 
its composition on lines that will oppose domination by 
General Johnson, but there is reason to believe that he is 
no longer so radical as he was. 

It is the general opinion in Washington that the new set- 
up will be the beginning of the end of General Johnson with 
NRA. It is held to be inconceivable that he can get along 
with any board. The General's passing will probably be re- 
gretted by business, much as it has scolded him. Somewhat 
restrained, code authorities would like him to be, but they 
tear that his successor will be the passive tool of the board. 
His vigorous defense of the textile code and authority and 
his outright denunciation of the textile strike have won 
him thousands of friends and there is a quiet movement 
under way to bring pressure to bear to have him stay, no 
matter how much he may dislike losing his dictatorship 
of business. N R A without Johnson would be a pallid 
and anemic affair. 

Pending the proposed fundamental reorganization of 
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N R A, its actual administration is being changed. First 
the number of codes is to be reduced from 682 to 250 by 
merging related industries’ separate codes; second, codes 
are to be assigned to 22 administrative sections, based also 
on industrial and commercial relationship; and, finally, the 
22 sections are to be grouped in ten administrative divi- 
sions. Trade associations, however, are to be encouraged 
to retain “their separate indentities”. In the past the admin- 
istrative assignments of codes have been more to fit the 
special abilities of the different administrators than with 
regard to economic affiliations. The ten divisions, necessitat- 
ing the creation of two new divisions, have already been 
set up. The classification of industries into 22 sections 
and 10 divisions was based on four fundamental group- 
ings, viz., production of basic materials from the soil, 
fabrication of basic materials into finished products, service 
industries (ranging from transportation to amusements), 
wholesale and retail distribution of goods. 


Reshuffling the Codes 


The industry divisions are: (1) food, farm products; 
(2) textiles, furs, leather; (3) basic materials, steel, lumber, 
building materials, fuels; (4) chemicals, drugs, paints, 
paper, rubber; (5) equipment, machinery, tools, fixtures, 
vehicles; (6) manufacturing of used goods—from household 
appliances to musical instruments; (7) construction in all 
branches; (8) public utilities (electric, gas, water), trans- 
portation, communication; (9) finance, graphic arts, amuse- 
ments; (10) professional service trades—all wholesale and 
retail codes except food. These divisions are horizontal, 
‘xcept the food group, which is vertical from manufacture 
up to the consumer. This exception is due to the fact that 
there is an intimate relationship between foods and farm 
products and the Agricultural Adjustment Administration. 
Co-ordinating machinery will be established between the 
first and the tenth division. “The entire structure,” ac- 
cording to an N R A statement, “‘thus created is regarded 
is sufficiently rationalized for both government and indus- 
try purposes at this time, but it is not inflexible, and sev- 
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eral of the divisions which adjoin in the classification may 
be transferred without dislocation to the whole plan.” 

Owing to internal reorganization and impending funda- 
mental changes in the basic structure of N R A as a whole 
that agency is now in a somewhat comatose condition, 
characterized by confusion, procrastination and indecision. 
This condition extends to many of the code authorities. 
Dissension within N R A is rife, important officials are 
resigning and discontinuity in code administration is marked. 
There is a widespread feeling that N R A has become a 
brake on business recovery, even among those who are 
quick to give it credit for its early achievements. It is 
complained that the purposes of the Industrial Recovery 
Act have been lost sight of in a maze of administrative 
detail and quarrel and social reform diversions. In detail 
the indictment takes up the several purposes of the Act 
as defined by Congress as follows: 


Promise and Event 


1. Purpose: “To remove obstructions to the free 
flow of interstate and foreign commerce.” Result: 
Both interstate and foreign commerce have been ob- 
structed. 

2. Purpose: “To provide for the general welfare 
by promoting the organization of industry for the pur- 
pose of co-operative action among trade groups.” Re- 
sult: Co-operative action has been attained to a pro- 
nounced extent and fair competitive practices have 
been restricted but the general welfare has not been 
advancd on the whole. 

3. Purpose: “To promote the fullest possible utiliza- 
tion of the present productive capacity of industries, 
to avoid undue restriction of production (except as 
may be temporarily required). Result: The whole 
weight of N R A has been thrown toward restriction 
of production and prevention of the full utilization of 
capacity, all emphasis being placed on alleged temporary 
requirements. 


4. Purpose: “To increase the consumption of 
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industrial and agricultural products by increasing pur- 
chasing power.” Result: Purchasing power is being 
restricted by the tendency to handle N R A as a relief 
rather than a recovery agency, which has resulted in 
regulations which operate to stabilize production at 
depression levels. 

5. Purpose: “To reduce and relieve unemploy- 
ment.” Result: Unemployment is being promoted by 
the restriction of production, both through wage and 
other labor rules and the curbing of competition. 

6. Purpose: “To induce and maintain united action 
of labor and management under adequate governmental 
sanctions and supervision.” Result: Labor and man- 
agement were never further apart than at present. 

7. Purpose: “To rehabilitate industry.” Result: 
Whatever the first effects of the Act its present con- 
sequences are to demoralize industry and discourage the 
natural processes of recovery. 

8. Purpose: “To improve standards of labor.” Re- 
sult: This purpose has been largely attained in name 
and to a great degree in fact, but incidentally standards 
of labor performance and productivity have been greatly 
lowered and costs of production have thereby been 
increased at a time recovery depends upon the lowest 
possible prices and the largest possible volume of goods 


Mother of Evil 


Section 7 (a) of the Industrial Recovery title of the 
Industrial Recovery Act, which was designed to promote 
labor standards, has been the 
cause of demoralization of re- 
lations of labor and manage- 
ment. If it had been strictly 
administered in accordance 
with its provisions such would 
not have been the case. NRA 
fostered the idea that it should 
be used to strengthen the 
national unions, most of 
which are afhliated with the 
American Federation of Labor. 
Every possible aid was given to 
the organizers of those unions 
to spread the idea that it was 
the Government’s wish and 
policy that all workers should 
enlist under their banners. In- 
dependent and company unions 
were discouraged. This prac- 
tice was checked by the deci- 
sion of the President in the 
case of the automobile strike 
that management might deal 
with any or all organized labor 
groups. At that time labor 
relation disputes were a func- 
tion of N R A. Since then 
they have been taken away 
and handed over to the Na’ 
tional Labor Relations Board. 
That board has established by 
its decision in the Houde case that management must deal 
solely with the organization in which most of its members 
are enlisted. ‘The Houde company must comply or lose 
its Blue Eagle and be subjected to prosecution, although a 
large minority of its employees prefer their own local 
group. 

The most deplorable result of N I R A and the most 
disastrous breakdown of the purpose of inducing united 
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action of labor and management is presented in the pend- 
ing strike of textile labor. This may be attributed to the 
partial interpretation and administration of Section 7 (a) 
by NRA. It is true that General Johnson has had the 
magnificent courage to denounce this strike in the most 
unqualified language, but the fact remains that it is to be 
traced back to the early attitude of N R A, which aroused 
labor to expect the impossible and inspired it with the 
belief that mere law and regulation could achieve its ends. 

In general N R A must be convinced under the indict- 
ment that it is largely responsible for the failure of that 
“united action of labor and management” aspired to by 
the Industrial Recovery Act. Instead of promoting united 
action when recovery depended upon it it has promoted 
dissensions and disunion. 


The Indecision of Decisiveness 


Despite General Johnson’s decisiveness N R A has been 
the home of indecisiveness. Having a colossal one-man 
job, the General has sought to fill it in all its concavities. 
He resents the criticism that an emphatic boss has a wobbly 
machine because he fails to delegate authority. But 700 
code authorities can no more be wrong than 40,000,000 
Frenchmen. It is notorious in N R A that it is the roaring 
General's practice to delegate “all authority” to handle a 
certain situation and then reverse or condemn the subordin- 
ate’s decision. Witness the Harriman mills backdown— 
now followed by the resignation of the Administrator who 
gave them back their Blue Eagle. 

The personnel of N R A’s 
executive staff has been for fif- 
teen months as migratory as 
water fowl. Major policies in 
respect of different codes 
change with each new sub- 
chief and the major policies of 
the whole body swing back 
and forth from presidential 
interference or the jerky con- 
clusions of a tired man. Prices 
have been a crazy quilt. 

It was the President who 
sprang the surprise idea that 
contractors for government 
supplies might chisel their 
code prices by as much as 15 
per cent, provided the same 
prices were thereafter quoted 
to the public. Days elapsed 
before the Johnson group dis- 
covered that the ukase did not 
apply to the minimum price 
codes, but by that time the 
latter were all but ruined— 
and in some instances the ob- 
scurity never has been cleared 
up. At that time General 
Johnson’s inability to be in a 
thousand places at once and 
the fear of his subordinates 
to make a decision regarding 
prices actually prostrated one of the major industrial 
groups ‘of the nation for six weeks, and was a considerable 
factor in the summer business slump. Staff troubles in all 
organizations, public or private, are always more important 
than the public realizes or the boss concedes. Besides major 
rows with men as resolute as himself, N R A “cheap help” 
have always been factionized and fearful, and one of the 

(Please turn to page 627) 
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France Stubbornly Sticks 
to Gold 


But Pressure to Meet the Economic Situation 


by Devaluation Grows Stronger and Stronger 


By H. M. TREMAINE 





YEAR ago mone- 
A tary authorities the 

world over expected 
from week to week that 
France would suspend 
gold payments and thus 
flop off the gold standard, 
as most of the world had 
already done. The hope 
or fear that France would 
pull down the golden en- 
sign has now been re- 
placed with conjecture as 
to when and how much 


INDEX NUMBERS 


she will devaluate the 
franc. 
It is conceded that 





France may be able to 


FRENCH INDUSTRIAL PRODUCTION 
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ternational _ dislocations. 
Let us look first at employ- 
ment, in which France 
seemed for a time to be 
able to defy the encroach- 
ments of depression. 
Employment: French 
statistics relating to unem- 
ployment are of no abso- 
lute value, but serve as in- 
dices. The only records of 


covering unemployed per- 
sons who receive re- 
lief from public unemploy- 
ment funds and charitable 
organizations. In August, 















stick to gold at the present 
content of the franc, if she is willing to pay the price of 
increasing economic distress. On the other hand, domestic 
political and financial considerations appear to make out- 
right abandonment of the gold standard impossible. Over- 
night devaluation is coming into favor as a compromise 
measure. 


What France Is Up Against 


Although the note issues of the Bank of France are more 
than 100 per cent covered by gold, and notes and 
credits together 80 per cent gold-backed, there is a grow- 
ing public opinion that regardless of gold power the eco- 
nomic position requires monetary treatment. That is to say, 
inflation, rather than deflation which is the present national 
policy. The Doumergue government is striving to remedy 
economic ills by deflating governmental, industrial and liv- 
ing costs while most of the world is seeking relief in cheaper 
money and higher currency prices. But from July, 1933, 
to July, 1934, the wholesale price index declined only .7 of 
one per cent and retail prices even less, although business 
activity declined markedly as measured by every standard, 
and unemployment has mounted by 40 per cent within a 
year. August witnessed still further economic deterioration 
and no reduction in the gap between wholesale and retail 
prices. 

A survey of the economic position of France, reveals 
scarcely a single ray of encouragement, and points to 
the probability that France will resort to monetary 
devices similar to those other countries have adopted in 


598 


1934, the number of such 
persons was 325,000, compared with 235,000 in the same 
month of 1933. The minimum of registered unemployment 
has not fallen below 226,000 for any month of the last three 
years, whereas in 1929 it was actually less than a thousand, 
and the monthly average was as low as 55,000 even so late 
as 1931. It has been officially estimated that the real un- 
employment in France is about four times the number of 
persons so registered, as the prudence of the French people 
and their horror of admitted dependence is so great that 


most of the unemployed find some way of avoiding relief. |) 


Using the multiplier of four, unemployment in France is 
found to be about 1,300,000. 
that more than 2,000,000 persons have only part time em- 
ployment. In proportion to population 1,300,000 unem- 
ployed persons in France are equivalent to about 4,000,000 
in the United States. When the further fact is taken into 
consideration that France has about as many farms as the 
United States, and the further fact that the proportion of 
independent commercial and industrial proprietors is rela- 
tively larger in France than in the United States, it is prob- 
able that actual industrial unemployment in France, having 
regard to the total populations of the two countries, is 
7 nearer that in the United States than has been sup- 
posed. 


Employment Problem Complicated by Immigrants 


The unemployment situation in France has been some- 
what aggravated by the presence of 3,000,000 foreigners of 
whom about 70 per cent are manual laborers. To some 
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In addition, it is calculated 
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extent this situation has been relieved by repatriation of idle 
foreign workers and restriction of immigration, and also by 
a growing disinclination of various nations to permit their 
nationals to move to France. The French theory of control 
of foreign laborers has been to direct immigration and re- 
patriation in accordance with the mutations of the curve 
of industrial activity in France. But it has not been fully 
realized in practice, as about one-third of the immigrants 
get into France by the bootleg route, instead of in accord- 
ance with labor agreements between the French and other 
governments, whereby France is permitted to recruit labor- 
ers as needed and send them back when not needed. Also, 
long-time French policy favors the permanent retention of 
the best and most useful elements of the alien population in 
order to offset the stagnation of the native population and 
introduce fecund new blood; naturalization is encouraged. 
If many of the foreigners are deported now French industry 
will be distressed when revival comes, as the nationalism 
of other nations more and more aims to keep their man- 
power from helping France, whose greatly expanded heavy 
industries cannot possibly be manned by natives alone. In 
mining, 38 per cent of the workers are foreigners; in metal- 
lurgy 12 per cent; in construction, 20 per cent. There are 
many communities where foreigners are far more numerous 
than natives. 


Foreign and Domestic Trade Decline 


Foreign Trade continues to decline. For the first seven 
months of the current year imports were 3,000,000,000 
francs less than for the corresponding months of 1933 while 
exports were off about 300,000,000 francs. The only con- 
solation in the for- 
eign trade figures, 
if that be one, is 
that the gap be- 
tween exports and 
imports is being 
narrowed by a re- 
duction of imports; 
but to a creditor 
nation, like France, 
falling imports rep- 
resent falling na- 
tional income. This 
is being realized 
and there is a 
growing public 
opinion that re- 
strictions on im- 
ports should be 
eased, not only for 
that reason but as 
a means of increas- 
ing exports. As 
one reason for the 
effort to balance 
trade by trimming 
imports is to pro- 
tect the franc, the 
urge for larger for- 
eign trade makes 
for devalution, which it is hoped would improve the com- 
petitive position of French goods in foreign markets. 

Industrial production continues to slip. Virtually every 
industrial group in France is losing ground, and the situa- 
tion in the technical, mechanical and metallurgical industries 
is described as critical. The industrial production index 
fell below 100 in August for the first time since December, 
1932, which is all the more disheartening because 1933 as a 
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whole held up considerably better than 1932. In August 
of 1933 the production index stood at 111. In the high 
year of 1930 the index was 140. 

Agricultural situation is good from the standpoint of pro- 
duction but bad from that of price. The efforts of the gov- 
ernment to maintain the price of wheat at $2 a bushel have 
failed despite all the power of law in the face of surplus 
crops, and the real price is around $1.45 a bushel. How to 
keep up prices to the farmer and keep down the price of 
foods to the consumer is not the least of the government's 
worries. The only solution seems to be for the government 
to buy the surplus grain and dispose of it gradually, prob- 
ably with the hope that a drought or some other natural 
calamity may ravage the fruitful fields of France. 


Populace Howls as Prices Rise 


Prices and cost of living: The wholesale index, now 
around 370 (1913 prices being 100), is the lowest since the 
war and 248 points lower than in 1929. The weighted in- 
dex of Paris retail prices for 34 household articles was 495 
against 507 a year ago and 627 average for 1929. (In ex- 
amining these figures it must be remembered that the gold 
content of the franc was reduced in 1928 to correspond 
approximately to the war inflation of the paper franc, that 
is, about 80 per cent, so that other things being equal, prices 
in France should be on a basis of 500 as compared with the 
100 of 1913 or 1914.) 

The Commission for the Study of the Cost of Living 
has an index designed especially to measure real living costs 
of a laborer’s family of four, which gives the preponder- 
ating weighting to food. In this index there are 13 
food items, includ- 
ing, typically, oil 
and alcoholic bev- 
erages; four of heat 
and light, 117 of 
clothing and laun- 
dry, and ten house- 
hold articles. For 
the first quarter of 
1934 this index 
averaged 526 as 
against 581 at the 
top, in 1930, and 
520 in 1933. In 
other words the 
Frenchman’s cost 
of living is now 
only 9.5 per cent 
below its peak. 

It is the dispar- 
ity between the 
trend of wholesale 
prices and that of 
retail prices and 
the cost of living 
for the common 
man that makes 
the French urban 
masses—wages fall- 
ing—rage and 
statesmen worry. To the realistic Frenchman the cost of 
living is a greater issue than abstract controversies about 
socialism, communism, capitalism and facism. 

Securities prices have held up well this year, owing, 
no doubt, to increased confidence in the government. 
Bonds have gained about 10 per cent since the lows 
of last March and domestic stock shares slightly, while for- 

(Please turn to page 628) 
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By E. K. T. 


“Social disintegration” is the 
trouble with this country, according to 
Raymond Moley, and he is trying to 
find out through some social dinners 
what to do about it. Presumably when 
the results of these think-aloud and, let 
us hope, eat-quietly, gatherings have 
been digested the President will be 
handed a memorandum briefing what 
the business pundits think is the matter 
with everything including the Admin- 
istration. If some of the tycoons of 
business talked as plainly at the Moley 
confabs as they talk to me there will 
be no difficulty for Raymond in pre- 
senting Frank with some emphatic in- 
formation. The business side of social 
disintegration, they say, is now largely the responsibility of 
the Administration. Business has an obsession that the 
Government of the United States is working against it, 
and that is said with full credit for the thousand and one 
specific things the Government has done for business. 

Right or wrong, business feels that the Administration 
has succeeded in filling the air with the idea that about 
everything that has been wrong in America is chargeable 
to business. 

“The President,” said one of Mr. Moley’s guests, 
“insists on running the biggest business in America 
which is the general supervision of all business—with 
the advice of people who know nothing about business. 
Socialists and other advocates of a fundamental change 
in our institutions might be competent to advise him 
how to run a different sort of economic machine than 
we have, but the men who are familiar with the battle- 
scarred tank that has managed to keep moving and 
achieving in the most trying times we have ever had 
ought to be consulted about fixing it and tuning it up.” 





Price control is certainly one thing the Administration 
has given business because it wanted it, but now, most 
unkindly, business no longer unanimously wants what it 
once demanded. It is undeniable that the price provisions 
of codes are in grave danger of crumbling, but what will 
happen to the labor “sanctions” if price goes aboard is 
something else. It is worthy of notice that Donald Rich- 
berg says there is to be no more dictatorial control of prices 
or production except those necessary to prevent unfair com- 
petition and the waste of natural resources. 

Mr. Richberg did not mention that dictatorial labor 
control might be the same thing as dictatorial price and 
production control. As between competitors, uniform 
conditions of hours and wages tend to stabilize prices 
at reasonable levels, but wages out of line with wages 
in other industries tend to build up dams to recovery. 


Washington was horrified when it read that durable 
goods big shots had agreed on an almost hundred per cent 
reactionary economic policy. It was relieved when it read 


600 





later that there had been no such dumb 
agreement. The point is that Wash- 
ington looks at everything from the 
political angle, and it knows that the 


to put over their programs is to have 
business imitate the Bourbons and 
neither forget nor learn. 


Roosevelt is the usual topic of 
conversation here as elsewhere. Just 
now everybody except the voters seems 
to be finding fault with him. The 
radicals are sore and the conservatives 
are disgruntled; business men complain 
and labor growls. Each group wants 
him to define his policies its way. So 
far every response to a demand for definition has been dis- 
concerting to conservative people and the business world. 
I have had some rather authoritative hints that after elec- 
tion Mr. Roosevelt will talk and act in a way intended to 
reassure the business world, and that he will not take an 
overwhelming victory in the Congressional elections as a 
mandate to run wild. 

His policy during the remainder of his term in office 
will be, I think, that of a magnanimous conqueror who 
desires to consolidate his victories and yet propitiate 
his enemies. 


Hardshell Democrat, much along Senator Glass’s 
lines, who recently had a talk with the President (evidently 
boiling over with eagerness to repeat the conversation, but 
restrained by the obligations of confidence), replied to 
every criticism of the President that I voiced, “Be patient, 
he will check.” He explained that the President was about 
the most consummate politician who had ever been: in the 
White House, and that as one who must manage men and 
factions to get anywhere, he might frequently seem to be 
going in quite a different direction from that of his general 
goal. He said that the President had no intention of get- 
ting himself into the position of a leader without followers, 
as did Wilson and Cleveland. 

In order to remain a leader President was willing 
at times to follow but that in the end it would be found 
that he had done just about what the best interests of 
the nation demanded. 


Secretary Wallace, who has been accused of being 
something of a dictator, is putting it up to the farmers to 
decide whether they want the cotton control act repealed 
or nullified. The outlook is that they are now as much 
against it as they were for it last winter. While the total 
crop is below the established limit of 10,000,000 bales, 
many farmers have more than they expected to get. They 
do not relish the idea of having to pay a 50 per cent tax 
on the overrun when the general purpose of limitation has 
been more than achieved. : 

But how can we have a planned economy if the plan 
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best way to help the wild-eyed radicals | 
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is to be upset every time nature frowns or farmers 
change their minds? And this question suggests that 
both nature and democracy may be against regimenta- 
tion of industrial life. 


Munitions investigation, while revealing a rotten state 
of affairs in the merchandising of death, raises the question 
of just what is not to be called a munition. Is petroleum 
a munition when shipped to a nation that may use it to 
propel its warships against us? Are steel and iron muni- 
tions when shipped to a country that may utilize them in 
the manufacture of armaments that may be used against 
us or other nations? What about chemicals from which 
explosives may be manufactured? 


Mr. Morgenthau’s “demonstration” that the whole re- 
lef and recovery campaign has cost the country only $500, 
000,000 to date is having some untoward consequences 
Of course, if that is all the country is out of pocket after 
the most colossal disbursements of money ever made by 
any country in time of peace, there is room for even greater 
and more vigorous spending, and certainly no cause for 
heavier taxation. It will be interesting to see how Mr. 
Morgenthau’s clever accounting works out when it comes 
to balancing the budget by more taxation. Congress is 
sure to be tempted to force a balance by making some more 
money along the lines of the gold “profit.” 

There is no more gold to profitize and it may not be 
possible to make much of a profit from the nationaliza- 
tion of silver, but the possibilities of filling the treasury 
with profitized paper are unlimited. Why collect any 
taxes when you can manufacture money? 


Government planning has a good object lesson in the 
location of the new public buildings in Washington. They 
are mostly concentrated in solid successive blocks in a 
triangle between Constitution and Pennsylvania Avenues 
The result is that about 40,000 persons and 10,000 auto- 
mobiles strive to get in and out of that region simultaneously 
during half an hour every morning and every evening. Nor 
is this the emergency planning of a New Deal working over 
time. It was all done deliberately in the Hoover Olympaid 
with the help of architects and city planners galore. 


Secretary of Commerce Roper is emerging as the 
hope of business in its supplications at the throne of power. 
Surrounded by all the fads of 


by making the “secretary of business” secretary of that 
business institution, the Treasury Department. 


“Unemployed, because on strike to improve labor con- 
ditions” is the stereotyped justification of idleness being 
accepted in by F E R A officials in certain textile strike 
territory. “Can you beat it!” exclaimed a manufacturer 
when he showed me a blank form. “The textile strikers 
have been encouraged by the Government to strike against 
the labor provisions of a code which the Government de- 
manded, warmly applauded, and deliberately approved—it 
is in effect law—and the Government pays them for strik- 
ing. It gives me a headache to try to reason it out.” Na- 
tional Association of Manufacturers calls support of strik- 
ers: “Underwriting force.” 

A tidal wave of cases involving the constitutionality 
of various New Deal legislation is moving toward the 
Supreme Court, and code compliance litigation is beginning 
to get out of all bonds. National Association of Manufac- 
turers has had the courage to advise all its members to 
resist application of the rule in the Houde case to them. 
That was the case in which the National Labor Board ruled 
that employers must deal with an organization which in- 
cludes a majority of employees even to the exclusion of a 
minority organization. The resistance is to be maintained 
until decision has been made by “competent judicial author- 
ity.” It becomes more and more evident that however 
co-operative they were with novel public policies in a time 
of crisis the American people are going now to insist on 
“due process of law.” By the way, have the garment in- 
dustries obeyed the Presidential order to reduce working 
time and hoist pay? 


Exit for General Johnson is believed to be near. 
His denunciation of the textile strike finished him with 
Richberg and put the President in a hole with labor. At 
the same time N R A is pounding on the rocks of the 
stubborn individualism of business men—when they find 
collectivism is not getting them what they expected of it. 
One of the greatest of the codes is on the edge of drop- 
pyng price control because “there ain’t no such thing.” 
Above all the General is mad. He may resign with fire- 
works, and thereafter appear in semi-private life as a 
leader of the forces which are now crystallizing into deter- 
mined opposition to most of the N R A policies. Having 

advocated industrial  self-govern- 





N R A, perhaps even recalling that 
he is a member of a Cabinet com- 
mittee which was appointed to di- 
rect General Johnson, Mr. Roper, 
runs his department, partisan 
Democrat as he is—and not neg- 
lectful of the loyal unwashed—in 
a way that makes the business man 
who has some money left or is 
making a little feel that he has a 
friend at court. They say the 





Business, slowly improving until next 
spring, and then some real acceleration, 
is the view of Administration optimists. 
They don’t see how all the possible 
sparks can miss the haystack of poten- 


tial inflation much longer. 


ment within N R A, he may next 
stride dramatically upon the stage 
as its defender against N R A and 
much of the rest of the govern- 
mental alphabet, but with a liberal 
and progressive slant which most 
of the industrialists can not im- 
pose upon themselves. His role 
would be to save the best of the 
old order by saving the business 
Bourbons from themselves. 





President is just as fond of this 
brass-tack person as he is of the 
Utopian “honest Harold Ickes.” whose sensitive nostrils are 
offended by the slightest taint of any money except that 
which he spends at the rate of $40,000,000 a day. To me, 
it is not surprising to hear that when Mr. Morgenthau 
retires from the Treasury Mr. Roper will be chosen to 
succeed him. 

It might even be put this way: that at an appropriate 
time Mr. Morgenthau will leave the Treasurv—a job 
that is not congenial to him—in order to help the Presi- 
dent to wave a grand gesture toward business confidence 
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Bernard M. Baruch is under 
strong pressure from President to head council which 
will lay down general N R A policy is new set-up shortly 
tc be announced. This brings back memories of War 
Industries Board of World War days, Mr. Baruch, chair- 
man. It happens that both General Johnson and George N. 
Peek came to Washington as Baruch proteges. Targets of 
left-wing criticism, they were pushed to the sidelines. Now 
their sponsor, the very personification of Wall Street and 
finance, is urged to step into the picture. His acceptance 
might help business sentiment, badly in need of rally. 
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ovies Benefit From 


Clean-Up Drive 


Increasing Theater Attendance and 


Limited Production Cost Aid in Recovery 


By C. F. Morcan 


HE truth of the ancient adage 
that it’s an ill wind which 
transmits no benefit to any- 

one is fully borne out by the ex- 
perience of the motion picture in- 
dustry in recent months. Indeed 
an occurrence potentially cataclys- 
mic has resolved itself into a bless- 
ing, though disguised, it is true, 
with the full beard of disaster, but 
now sufficiently benign to upset 
the palsied alarms of almost every 
motion picture producer with the 
single exception of the creator of 
Mickey Mouse. 

Two years and more ago the big, 
bad wolf of the movies was the 
Eastern banker, and his approach- 
ing step sent shivers down the cel- 
luloid spine; this, of course, before 
the banker himself saw horrid 
specters and indulged in cold chills 
and miasmic shivers. Recently the 
demon banker has been replaced in 
the movie fear chest by the clergy- 
man; an opposition the movie folk hitherto have never 
been able to take quite seriously. It is an open secret that 
a year ago last May the producers at one of their own 
meetings in Hollywood were plainly warned by two very 
prominent local lay Catholics that repressive measures 
would be taken if voluntary improvement was not forth- 
coming. They were even given the exact date of a con- 
vention of bishops of the church at which the repressive 
measures would be drafted, but the movie gentlemen simply 
could not believe the warning—and ignored it. The result 
was a storm that has all but driven the industry into chronic 
jitters. And yet, the very thing that seemed so menacing 
has produced a favorable reaction for the pictures. Things 
are improving and there is a rosy glow on the horizon. 


Factors of Improvement 


Well sustained attendance at theaters, reduced costs of 
production and certain advances in percentage distribution 
—at the expense of the exhibitor—have combined to im- 
prove the prospects of the picture companies without doubt. 
If that prospective improvement is not today reflected in 
the security markets it is simply because the companies’ 
deficits were so deeply incarmined that a few shades toward 
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the investing public. Observing 
the situation from the inside, this 
writer entertains little doubt that 
eventually black figures may be ex- 
pected to appear in the movie 
financial statements. 


for price weakness may be that 


duction of the funded and un- 
funded debt of the major compa- 
nies. Indeed, one at least has been 
engaged for some months in an en- 
deavor to borrow heavily. 
lated from the last published finan- 
cial statements the amount of this 
debt runs-considerably in excess of 
four hundred million, which, how- 
ever you look at it, is a fairly heavy 
charge on earnings. Paramount's 


000 on its negatives and which ran 
into a snag some time ago, may, 
before this sees print, be worked 
out on a compromise basis of $5,000,000. And this debt 
looms menacingly to a greater degree today because as a re- 
sult of the conditions that descended on the movie compa- 


4 
nies two years ago, large portions of capital liabilities had 4 ne 
 cleanli 


perforce to be written off, which, while it has relieved the 


situation somewhat, has thrown the debt figures into higher | 


relief. 
Increased Attendance Expected 


In sharp contrast to American motion picture attendance, 


the Canadian situation has improved by from 35 to 40 per | 


cent in the last few months, due, not improbably, to increased 
employment across the border. But while we have experi- 
enced a slight falling off in attendance, there has been a 
slight upward trend in prices, which, while it has not wholly 
counterbalanced the loss in patronage has tended to keep 
the scales fairly even. It is confidently expected that there 
will be an improvement in late October. The cause will be 
an increased Federal aid program to carry through the 
winter months and an expected improvement in employ- 
ment following the late summer sag. If the thought that 
some Federal aid money goes into the purchase of amuse- 
ment causes acute agony to some reactionaries, no such 
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One of the additional reasons 


there has been no appreciable re- F 
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\{ 


Ss = = hCUr 








> alarm 
 derste 
cover 
Th 
tione 
produ 

| presst 
spoon 

| are p 
are n 
&) lion-d 
> midst 
) has be 
| few 1 
) extrac 
b realiz 
not §| 

} on ar 
© actors 

) with 
§ contre 
» towar 
» mater 
| Th 
© advan 
© ductic 
© Confe 
© do no 
e they 

» conter 
> puzzle 
> month 
| umns, 


Bomees 












wad 

) the bi 
> have | 
which 
absent 


) ideally 
those 
ductio 
ignore 
seemec 
Beside 
ture \ 
make! 

The 
cency 
may | 
tain 
brougl 
new | 
those ° 
were | 
ture tl 
by the 


out en 


for SE 








Sahil ehan 


ed 










chance id CAE 




















High and Low Price Range of Market Appraisal of Leading Film Stocks 
1929 1930 1931 1932 1933 1934 
Columbia........... 3814—16!4 643414 a2 — 254 1474— 414 28 — 65% 34342114 
Fer Pim SA" ......... 10554191; 5734-164 3835— 214 5%4—1 4%4— % = 11K— 8% 
Loew’s, Inc............ 8414—32 95344134 63 142374 3734—13)4 3614— 814 354-16 % 
Paramount............ 7514—365 1748434 504— 514 1144— 1% 24— % 51%4— 1% 
(Common) 
R. K. O. (Class “A”).... 467,—12 50 —14% i as 13,— 1% 6%— 1 4u%— 1 




















) alarm will be felt in Washington where it is clearly un- 


derstood that entertainment is at least one factor in re- 
covery. 

The net position of the producing companies as men- 
tioned earlier in these lines, is improved over last year. The 
producers have become somewhat accustomed to economic 


| pressure, and have learned to handle money with a table- 
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) contracts come up for renewal. 


spoon in place of the former popular scoop shovel. They 
are planning their pictures with more care and their ideas 
are not quite so ambitious. While it is true that the mil- 
lion-dollar picture has not entirely disappeared from our 
midst, the fact remains that the average production cost 
has been lowered, even though the tendency during the last 
few months is slightly upward in scope, a situation not 
extraordinary when the producers of pictures began to 


| realize that the new type of picture forced upon them had 


not spelled ruin. While NRA has taken off the brakes 


on artists’ salaries, the picture makers have realized that 


© actors needn't cost quite so much if they don’t compete 


with each other, and this is showing itself as options on 
Also there is the tendency 
toward shorter casts and generally lowered personnel and 


material costs. 
The decency campaign, indeed, is proving distinctly an 


© advantage to picture pro- 
| duction 
) Confessedly the producers 
© do not understand it, but 


and_ exhibition. 


they are none the less 
content in a wide-eyed 
puzzled fashion. Some 
months ago, in these col- 
umns, it was shown that 
the big box office winners 
have been the pictures in 
which the evil note was 
absent, where hanor and 
cleanliness have been 
ideally portrayed. By 
those in control of pro- 
duction this fact has been 
ignored simply because it 
seemed incomprehensible. 
Besides, an off-color pic- 
ture was much easier to 
make! 

The fact is that the de- 
cency campaign, while it 
may have alienated cer- 
tain  sophisticates, has 
brought to the theaters a 
new group of patrons; 
those whose requirements 
were for the sort of pic- 
ture that could be viewed 
by the family group with- 
out embarrassment. 
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The Film “Our Daily Bread” in the Making 





Some idea of the attitude of the public toward cleaner 
pictures may be gained from an official statement made to 
the writer on Monday, September 17, in these words: 

“For the forty-five days prior to last Saturday (Septem- 
ber 15) the attendance in the theaters of three large chains 
has improved more than 40 per cent, and the attendance 
in the past week is just double that of the attendance for 
the same week of 1933. There is no question as to the 
favorable reaction on the part of the American public. 
Further, there is every indication that no better investment 
can be made by the producers of pictures than an invest- 
ment in clean, good, wholesome entertainment. That's 
where the dividends lie.” 

Then, too, the decided trend toward double feature 
booking has had its share in holding up theater attendance. 
While it has been argued that the theaters could never 
adopt this as a permanent policy, it begins to look as if the 
public had adopted that policy for them. The growing 
practice is one good picture from a major studio, and one 
less costly as to rental. 

Those who expect a return to former earning levels 
within the next year or two are likely to be disappointed, 
but that satisfactory dividends can be earned is evidenced 
by the recently published statement of Columbia Pictures 
Corp. which, for the fiscai 
year ending June 30, last, 
showed net earnings of 
$5.69 per share. Colum- 
bia, it may be said, is not 
a fair example, for while 
now ranking among the 
majors, it has always man- 
aged to operate on a low- 
er cost per unit than any 
of its big competitors. For 
years its maximum costs 
never exceeded $50,000 
per picture and it does not 
now go over $400,000 for 
a feature. 

The question of radio 
competition does not yet 
loom so seriously as to 
prove a justifiable factor 
in the judgment of cinema 
values. Some theater own- 
ers are inclined to view 
radio appearances of mov- 
ie celebrities as good pub- 
licity, while others regard 
it as disastrous. As to 
production or entertain- 
ment values there is doubt 
whether in its present 
form radio will ever 
seriously invade the movie 
(Please turn to page 625) 
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HE Macazin—E oF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
Naturally, it is understood that all the issues men- 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 












































tioned do not constitute recommendations, although A 
the relative merit of each is clearly indicated either Personal Service Department. a 
fl 
Railroads 
Total Amount Fixed Charges oy 
funded = = times earned ¢ Price ct 
Company debt ——— —_———- Yield to COMMENT 4 
(esis) (mil’ns) 1932 1933 Callt Recent Maturity 3 
Atchison, Topeka & Santa Fe Ry. | 
ow owes 5s a ieio nares 310 152 1.6 1.3 NC 101 4.0 High grade investment. : 
Adjustment 4s, 1995 ee 51 1.6 1.3 NC 93 4.3 Junior to issue above, but still high grade. : 
Conv. Deb. 44s, 1948................... 310 28 1.6 1.3 102 ’38 102 4.8 Good bond, tho not mtge. secured. 4 
ifornia-Arizona ist & Ref. 4\és, 62. 310 33 1.6 1.3 110 104 4.3 High grade. Hy 
Transcontinental Short Line 4s, 1958. . 310 23 1.6 1.3 110 101 3.9 Underlies Gen. 4s, Highest grade. 3 
Chicago, Rock Island & Pacific Ry. a 
SEN, EES oc ob dee cee na'snse'ses 311 100 2 NC 55 ... Road is in receivership and interest on this 4 
issue is being deferred. 3 
Secured “A” 4l¢s, 1962................. $11 40 3 .2 10214 * 19 ... Secured by $45,000,000 ist & ps 4s. es 
oS ES eee $11 222 8 | c 19 ... Principal and interest in defaul a 
iE A éckhceecssanesooeewuee 311 32 3 .2 105 ’36* 7 ave Not mtge. secured. Will ee in reorgani- Pe 
zation. oD 
R. L. Ark. & Lou. ist 44s, 3.1.34........ 311 15 2 2 «105 11 ie ee " ; a 
Burl., Ced. Rap. & Nor. ist 5s, 4.1. 34... 311 19 3 a a 27 ||, +} Principal and interest in default. ] 
St. Paul & K. C. Sh. L. ist 4%s, 1941. 311 28 3 2 105 17 —7 Interest default Aug., 1933. 4 
Kansas City Terminal ist 4s, 1960.......... 50 50 105 101 3.9 Guarantors include the Atchison, the Bur- E 
lington and the U. P. Cs 
Pennsylvania .- R. a 
oo a ee es 590 93 1.2 1.2 NC 108 4.0 A high grade investment. 7] 
— — tse _ Dee nck sthbuaeees 590 285 1.2 3.3 NC 100 4.5 unior to issue above. Good grade. x 
ER ers ers 590 60 1.2 1.2 NC 106 2.7 edged mrveneny — $60,000,000 gen- 
eral mortgage bo: 
ee eee ee 590 50 1.2 1.2 105° 101 4.9 pledge div. a stocks. 
Deb. 4iss, Re a ee 590 60 1.2 1.2 10214 °40° 87 5.3 Tho unsecured by mortgage, issue is of rea- 
sonably good caliber. 
Allegheny Val. Ry. Gen. (now ist) 4s,°42.. 590 20 1.2 1.2 NC 102 3.7 High grade. 
Pennsylvania Co. Tr. Ctfs. “E’’ 4s, 1952... 590 28 1.2 1.2 NC 95 4.4 Well ioennet holding. 
Guaranteed Issues 
io et R. R. Ref. 4s, 1949.......... 46 27 2.4 2.0 NC 99 4.1 Better grade even on its own merits. 
‘onnecting R. R. 1st “A” 4\X%s, '58.. 27 ee 105 104 4.2 New Haven also guarantees. Better grade. i 
Pensgyivania, Ohio Ohio & Detroit ist & Ref. dl 
_.  . . ae aa = 32 10214° 100 4.6 Better grade. Ef 
Phila., Balt. & Washington R. R. 4 
ia ist _ | eee ok 16 NC 105 3.4 Of the highest grade. i 
ee ee iG 39 NC 103 4.3 Junior to issue above, but still strong. bs 
Pitts., Cin., Chic. & St. Louis R. R. q 
Gon. “a” OES ee his 39 NC 106 3.4 High grade investment. 2 
Gen. “B” 5s, BOOB canccsa cece aw - 76 NC 106 4.7 unior to issue above, but still strong. 
Western N. Y. & "Penn. Gen. 4s, 1943.. — 10 NC 99 4.1 etter grade. E 
**St. Paul Un. Depot ist & Ref. “‘A” 5s, 1972. 15 15 110 °42* 108 4.6 Guarantors include the Northern Pacific, Gt. 
Northern and the Burlington. a 
Terminal R. R. Association of St. Louis r 
ist 4%s, oO. tS ieaaieieemipanags tecnaiea tae. 47 7 NC 106 3.2 Ane ~ guarantors are strong roads. 
igh grade. 
eS) a eee ae 47 5 NC 108 4.0 Mortgage position junior to issue above, but 
bears similar guarantee. 
IE TEER re 47 35 110 95 4.4 Still strong, tho junior to two issues above. 
Public Utilities 
American Telephone & Telegraph Co. 
Collateral Trust 5s, 1946................. 445 66 6.8 6.6 105 109 4.0 Of the highest grade. 
eee oe 445 379 6.8 6.6 110° 109 4.5 Strong bond, tho not secured by mtge. 
American Water Works & Electric Co. 
ee a A "ee 185 15 1.2 1.2 102° 99 6.1 ay pledged is valuable. Good, sound 
nd. 
NG gt | ee 185 11 1.2 1.2 110° 75 8.1 Medium grade. 
Monongahela West Penn Pub. Ser. - 
Lien @ & Ref. “B” B14 Ss, 1953 .. 24 14 1.6 1.6 105° 80 7.5 Reasonably strong. 
Potomac Edison ist “E” 5s, DONE oc chess ae 17 1.9 2.0 105* 97 6.2 Entitled to a sound rating. 
West Penn Power ist “‘G”’ 6s, 1956 50 50 3.5 3.6 106* 108 4.4 High grade. 
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se 
r Public Utilities (Continued) 
eS 
al nn - -— ——- ——— 
Total "Amount Fixed Charges 
le uy funded of this times earned t Price 
n 2 Company debt _issue a Yield to COMMENT 
A (mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
ol a Bell Telephone of Pennsyivania 
Pe st & R ae a 97 85 2.1 1.9 100 ’57 114 4.1 High grade. 
™ Be Contral Dis. Ter” Ist 5s, 1943. 5 fees ere 9 2.1 1.9 105 108 3.8 Assumed B. T. of Pa. High grade. 
nn *Commonwealth Edison 1st ae he _— 195 175 2.0 1.8 105* 90 4.5 Better grade. 
: Duquesne Light ist “‘A’’ 414s, 1967......... 70 70 4.7 4.1 10414 ° 107 4.1 High grade investment. 
a Gulf States Utilities ist & Ref. cA” 5s, '56.. 21 20 1.7 2.7 105* 85 6.3 Reasonably good bond, tho certain municipal- 
a ities show disposition to build competing 
———| plants. 
Interstate Power Co. (Del.) 
8 CE Rae rrr err ae 36 29 1.2 1.2 104* 49 10.2§ None too strong. 
Deb. és, BO 6050:6.0:0,0:0 re ee eee 36 8 1.2 1.2 104* 36 16.7§ Junior to issue above. 
Metropolitan Edison ist “D’’ 414s, 1968. 41 39 2.6 2.4 10714* 94 4.9 Good grade issue. 
Milwaukee Elec. ar & Light Ref. & 1st (now 
s ee J a eee 63 1.4 1.4 10314 * 76 7.0 Fairly strong only. 
National Pwr. & Lt. Deb. ‘fe ~ a 280 25 1.4 £:3 106* 55 9.1 Present political trend lowers merit. 
Nebraska Power ist 44s, 1981............. 20 17 3:2 2.8 107%* 104 4.3 Better grade investment. 
Nevada-Cal. El. ist Tr. 5s, 1986 ee 31 28 1.3 1.2 1021%4°* 8.2 Represents large pro portion of total debt. 
— 8 ** New England Tel. & Tel. ist “B” 4's, '61.. 88 75 2.5 2.3 100 ’53 108 4.0 High grade investment issue. 
i New York Steam ist 6s,1951.............. 2 28 3.2 2.0 105* 106 4.5 Better gg 
a Niagara, Lock. & Ont. Pwr. Ast & Ref.5s,’55.. 25 19 2.1 1.7 105* 101 4.9 Good grade 
: North Amer. Lt. & Pr. Deb. “A” 514s, 56... 193 18 1.0 def 102% * 48  11.5§ None too strong holding co. oblization. 
Rg Northern States Power Co. (Minn.) 
o4 OD My Ye |_| ar 100 79 2.4 2.2 105* 103 4.5 Better grade investment. 
Peak. 3 En SS eae eee 100 45 2.4 2.2 105* 89 5.3 Almost equivalent security to issue above. 
i Penn Central Lt. & Pwr. ist 4s, 1977...... 28 28 1.9 1.8 105* 81 5.7 Good bond. 
‘is ‘ Pennsylvania Pwr. & Lt. ist 44s, 1981...... 132 121 2.6 2.5 105* 96 4.7 Better grade bond. 
; Public Service Co. of — linois 
De ist & Ref. 5s, 1956.. aa eee 92 1.7 1.4 110 89 5.9 Greater part pledged under 1st lien & ref. 
3 bonds. Reasonably strong. 
nie x ist Lien & Ref. “F” 44s, 1981........... 129 $0 RR 1.4 10214* 75 6.1 Jr. to issue above and prior liens thereto. 
a Southern Calternie Edison 
5 JO OS. ee re rere 138 13 3.0 2.6 105 107 3.5 Entitled to the highest rating. 
gi Ref. 5s, re 138 120 3.0 2.6 105* 102 4.8 Junior to issue above. 
— |f Standard Power & Light Deb. wede | a 481 24 1.0 1.0 105* 39 15.4§ Assumed by Std. Gas. None too strong. 
ur- Toledo Edison ist 5s, 1962... os 28 2.7 2.4 105* 103 4.8 Better grade. 
a ' West Texas Utilities 1st 5s, 19 25 25 1.3 1.2 103* 54 10.2 Second de bond. 
& Western United G. & E. ist “an 514s, 1955.. 26 26 1.9 1.7 105* 83 7.0 Fair caliber issue. 
ES ~ 
n= - 
i Industrials 
 Bethichem Steel sores 
4 10- 8s, 1984/1941 121 8 def def NC ii a Better grade, tho unsecured by mtge. 
a = ne teel & he nel oe +e 11.86. 121 31 def def 105 101 4.3 
2] Beth. Steel Co. ist & Ref. 121 24 ~~ def def 105 102 4.7 {Strong bonds. 
Re McClintic-Marshall Sg tr ‘size, 1934/37 121 8 def def 102% NAG ... Better grade. 
>, » Pacific Coast Steel 5s, 1984/1940......... 121 7 def def 100 me ... _ Good issue. 
§ Bethichem steel Co P.M. ais, 1998. 121 8 def def NC ii7 5.0 
a Bethlehem Steel Co. P. M. & Imp. 6s,7.1.36 121 23s def def 105 102 4.0 Better grade. 
a General Steel Castings 1st ps 2 Sh4s, 1949. 17 17 def def 10714* 84 7.3 Doing better. Medium grade. 
4 Inland Steel ist “A” 4}4s, 1978............ 41 41 def ee 10214* 99 4.4 Strong bond. 
& Penn-Dixie Cement 1st Sh ee 4 1941.. 2 10 10 def def 103* 67 9.0§ Somewhat spsculative. 
4 ae & Read. Coal & Iron 
j 5 ENR 58 27 def def 105 59 8.7 Almost speculative. 
4 Con ben a 58 $i def _—sdef_—_—i110° 46 _13.0§ Junior to issue above. 
ay *Shell Union Oil Deb. 5s, 1949.............. 80 60 on def 102* 100 5.0 Good calibor issue. 
rt. i Shell Pipe Line Deb. 5s, 1952.............. 25 25 9.9 el 10214*° 101 4.9 Shell Union guarantees. Good grade. 
— ; Sinclair Consolidated “+ ap? Consol. Oil) 
ist Tien Coll. “A” Ya, 3.38.87............ 46 43 eer 1.0 10114* 103 5.7 Good, sound bond. 
is. Strawbridge & Clothier 1st ra . eee 11 11 8 1.5 10254 * - re Strengthened by last st year’ s improvement. 
ut 
e Short-Term Issues 
Due date 
“*Armour & Co. (ill.) R. E. ist 4s. . 6.1.39 38 .2n 1.5n 102% 100 4.5 xn Years to 10.31. Good bond. 
Cleveland El. Illum. ist 6s................. 4.1.39 30 3.9 3.4 102* 106 3.6 Of the highest grade. 
Cumberland Tel. & Tel. Gen. 5s............ 1.1.37 16 3.2m 2.9m NC 107 2.5 Sou. Bell Tel. assuming co. 
i Highest grade. 
Edison Electric Ill. (Bos.) Notes 5s.......... 5.2.35 61 2.6 2.3 10014° 101 4.0 Company enjoys a fine credit standing. 
*kTexas Power & ae Serre 6.1.37 25 1.8 1.8 105 102 4.2 Of good investment caliber. 
—_ po CO | Ss a aaa 7.1.37 5 2.0 et WC 100 5.0 Among the stronger traction issues. 
i 
t Fixed charges times earned is computed on an “over all’ basis. In the case of a railroad, the item includes interest on funded and other debt, rent 
for leased roads, gy mee rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. entry such as 106 '86 means the bond is not callable until 1936 at the price named. ° Indicates that the issue is callable as a whole 
or in part at iat gradually Pe hne o prices. ** Our preferences where safety of principal is peobemnianat consideration. * Our preferences where some slight 
risk en in order to obtain a higher return. § Current Yield. 
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Early Recovery or Government 
Ownership for the Railroads 


Investors Have Vital Interest in What 
May Be Done in the Next Few Months 


By Prerce H. Futton 





ITHER the 
roads of the United 
States are destined 
for improvement or they 
will be taken over by the 
Government. Moreover it 
is apparent that such im- 
provement as is essential 


1933 


to their continued private | January....... 226,555 
operation must be facili- | Seeewery..-..-.-.. 212,154 
tated not only by gener- | RIOR a5. an. 218,102 
ally improving business PMs oe seys nee anan00 
with its accompanying in- cinndideind naan et eisctcen 
crease in trafhc but also Prensa: 
by certain relief, assist- July. ..........-4. 293,728 
ance and co-operation from August............ 297,018 
the four groups most vi- September......... 292,147 
tally concerned with rail- ee 294,342 
road welfare, viz: govern- “newbie maoned 

December......... 245,330 


ment, security holders, 
railroad managements and 
the public. All have much 


* Before Taxes. 





rail- ia ieee 


Gross Revenues and Net Income 
for Class I Railroads 


Gross Revenues 


(000’s omitted) 


without running 
amuck of organized 
labor. 


Wet avome* | 7.— Guarantee of 


1934 1933 1934 fixed charges. 
(000’s omitted) 8.—Decision by the 
258,006 44,875 62,157 | U. S. Supreme Court 
248,439 40,820 69,848 declaring unconstitu. 
298,177 42,378 83,927 | tional the pension bill 
265,391 51,560 — 4 passed by last session 
282,024 73,663 72,013 of Congress. 
282,779 92,987 74,466 Large as these poten: 
275,983 98,803 67,500 tialities loom, however, 
cones 94,566 | the railroad dilemma can: 
yeh enact reves not be solved by the Gov) 
eines ernment alone. Security 
asym’ mn canes holders, the public and the} 
ee te railroads themselves must}” 





their feet 





at stake in the future of 
these properties. Three 
of these groups are soon to undertake, at least, one or more 
have begun already, “to do something for the railroads.” 
The attitude of the fourth group, the public, has not been 
disclosed, except in opposition to the recently filed applica- 
tion for an increase of about 10% in freight rates. 

As in all other circles of present day life, primary 
interest centers in what the Government can do. Here are 
the possibilities: 

1.—Legislation by Congress giving the Interstate 
Commerce Commission authority to regulate motor 
buses and trucks as it does the steam railroads, and to 
co-ordinate the facilities of all three mediums of trans- 
portation. 

2.—Direction by Congress to the I C C to confine its 
activities to supervision and regulation of the railroads, 
withdrawing from the managerial field, into which it 
has gone so far in some respects. 

3.—Permission by the I C C to the railroads to 
readjust their freight rate structure comprehensively 
to meet present economic and competitive conditions. 

4.—Granting by ICC of application for 10% increase 
in freight rates, recently filed. 

5.—Discontinuance by Government of subsidies to 
inland waterways and permission to charge materially 
lower rates than the railroads. 

6.—Revision by Congress of the labor clause of the 
Transportation Act, known as 7 A, making genuine 
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again. 


a co-ordination of phys >) 
ical facilities possible, > 





do their part if the latterh 
are to be put soundly onf 
and prosper f 


Py ste 


Railroad bond and stock holders can help materially by F 


evincing a greater interest in the management of their Fy 


properties, by attending annual meetings and studying 
annual reports and railroad affairs in general. 


millions of railroad bonds, has been active for many months 


and has accomplished much in the interest of those institu: Ff 


tions and railroad security holders in general. 


The public can help the railroads by co-operating instead> 
of opposing the policy of their managers, and likewisef 
freight and passenger rates, where they are found to bef 


A group of F 
large savings banks and insurance companies, owners off 


a aS 


ais 


reasonable, and particularly by patronizing both freight #} 
and passenger services instead of those of the truck andf 
the bus, when by doing the former special inconvenience} 


and loss of money will not be experienced. 


Material improvement or outstanding reform never can 
be brought about in connection with any enterprise unless 
those directly involved in the management do their part, § 
and probably assume the biggest part of the load. Specific: § 
ally, the railroads cannot be helped effectively unless they 
do more in various respects than they have to help them: §f 


selves. 
Railway executives and directors can help the present 
railroad situation in the following ways: 
1—By showing a greater degree of co-operation 
among themselves with respect to general problems. 
2.—By eliminating certain long standing and ques 
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tionable practices, notably in the solicitation of freight 
trafhic. 
3.—By renewing effort in general with respect to 
the putting of the railroads firmly on their feet again 
and thus avoiding government ownership—possibly. 
4.—Some railway executives need to get back their 
“pep” and fighting spirit. 


A Critical Point 


There comes a time in many situations when failure to 
do what should be done almost invariably brings disaster. 
That time, in the judgment of many authorities, has come 
in the position of the steam railroads of the United States. 
Unless the four-group co-operation and effort just outlined 
are realized, railroad security holders are likely to experi- 
ence a greater degree of disaster than they have in the 
last five years. 

That the program outlined is imperative if the railroads 
of the United States are to be saved from government 
ownership, is self evident in even a cursory examination 
of the high lights in the current situation. 

While both gross and net earnings for the first seven 
months of this year showed distinct improvement over the 
corresponding period of 1933, they fell well below the 
levels at which earnings must be again if the railroads are 
to be in a sound position. 

Combined gross earnings of Class I railroads reporting 
to the I C C for the seven months ended July 31, were 
11.5% larger than for the like period of the year before. 
Aggregate net railway operating income was $261,024,805, 
an increase of $41,543,278 over the like period of 1933. 
That amount was equivalent to 1.99% on property in- 
vestment against 1.66% for the first seven months of 
the previous year. The combined final result after 


fixed charges for the seven 
months period is not avail- 
able, but for the first six ‘ 


months there was a net loss: 
of $24,853,445 against a 
net loss last year of $101,- 
204,009. That the former 
amount was increased in 
July seems probable as 
gross operating income 
dropped 6% and operating 
expenses increased 7% com- 
pared with July, 1933. 
There is something ma- 
terially wrong somewhere 
when the railroads of the 
United States fall short, by 
the amount indicated, of 
earning fixed charges for 
the first half of a year in 
which the business of the 
country improved to the 
extent that it did, and dur- 
ing which gross earnings of 
the railroads were up 
11.5%. The steam carriers 
as a whole did not make a 
good start in July for the 
second half of the current 
year. Decreases in both 
gross and net earnings were 
quite common, and_ for 
Class I roads as a whole ag- 
gregated $17,740,354 in 
gross and $29,531,713 in 
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net railway operating income. Some of the larger systems 
are likely to report a substantial net loss after fixed charges 
for that month. New York Central, for instance, failed 
by more than $1,200,000 to earn fixed charges. It seems 
doubtful that the roads as a whole covered that obligation 
for July. The August returns probably will prove to have 
been better than for the previous month. 


Borrowing Difficulties 


So much, for the moment, for earnings. Obviously, they 
were not enough to satisfy even bondholders, and in many 
cases left nothing for stockholders. Certainly the position 
of the railroads is not strong when fixed charges are not 
earned at mid-year and later. If this situation continues 
through the last five months of the current fiscal period it 
simply means that the individual roads that do not cover 
that item out of earnings and from other income will be 
forced to try to borrow more money from the Govern- 
ment—the banks have not made loans of any account to 
the railroads for some time. 

If the railroads are unsuccessful in this attempt, receiv- 
ership, or bankruptcy under the new law, is the only 
alternative. The I C C, for some little time, has applied 
the acid test to the railroads asking for an extension of 
Reconstruction Finance Corporation loans, or for addi- 
tional accommodations from that body. Does the appli- 
cant need reorganization of its capital structure? If the 
1 C C decides in the affirmative the application is not 
granted. If in the negative, and other requirements are 
met, generally it is granted. 

But just here is the vital rub. Probably most of the roads 
that may find it necessary to seek help from the RF C to 
meet taxes and fixed charges for the current year are just 
the roads that have borrowed all they should, and perhaps 
all they can, on available 
collateral, already. 

It is perfectly plain that 
such a situation cannot go 
on much longer if the great, 
and until five years ago, 
highly prosperous steam 
railroad system of thie 
country is to be saved and 
put soundly on its own 
footing again. And saved 
it must be if the 34 million 
holders of railroad securi- 
ties are to conserve the 19 
billion dollars invested. 

There are _ indications 
that the Administration is 
alive to the situation. Re- 
cently the President has 
conferred with Joseph B. 
Eastman, Federal Co-ordi- 
nator of Transportation 
representing the chief rail- 
road regulatory body, and 
John J. Pelley, president of 
the New Haven Railroad 
representing the railroads. 

It is now reported that 
the “something” can and will 
be done for the railroads 
during the remaining 
months of this year and that 
a comprehensive legislative 
program would be proposed 
in the early part of the next 


607 





session of Congress, which convenes early in January. 

Just what this program will be has not been disclosed, 
but it is believed that it will provide, not only for regula- 
tion of the bus, truck and waterways, and perhaps airplane 
by the I C C, but also for the co-ordination of the facili- 
ties of these newer mediums of transportation with those 
of the railroads. That this should have been done several 
years ago, regardless of opposition by the heads of those 
mediums, is quite generally maintained in railroad and 
other circles. This opposition has assumed formidable pro- 
portions through political channels, even enough to prevent, 
so far, giving the I C C supervisory and regulatory powers 
over those mediums. How much longer will the President, 
with such potent influence as he has over Congress, allow 
this situation to exist, when the position of the railroads 
is so serious? Not much longer, according to well-defined 
reports from Hyde Park and Washington. 

It is not yet known whether the program will recom- 
mend the Government's guarantee of fixed charges but if 
the other measures already mentioned are adopted this 
measure would be unnecessary. 

As to what the railroads can do to help themselves. 
First of all, their executives must agree among themselves 
on big and broad questions to a greater extent than they 
have in the past. Those in the East often have not agreed 
with those in the West and South regarding such matters 
as rate increases and reductions and many other broad ques- 
tions. If those who are running the railroads do not pre- 
sent a solid front to the Government and the public, and do 
not work hand in 


transportation, in a given section of the country. But it 
should be aimed at more aggressively and generally than in 
the past. 

Various associations have been formed to act as clearing 
houses, as it were, for railroad policies and problems, but 
they never have been strikingly successful, partly because 
of the lack of absolute power to act, and also because ot 
the more or less chronic failure of the executives to agree 
among themselves, and to submit to the authority of such 
bodies. Recently the railroads voted to consolidate the 
Association of Railway Executives and the American Rail- 
way Association. The former recommended broad policies 
for the railroads and has acted largely in an advisory 
capacity. It had its origin in Federal control of the rail- 
roads during the war. The American Railway Association 
handled mostly operating and traffic matters common to 
all the railroads. 

In the place of these two organizations, and to serve in 
still other fields, a new organization, to be known as the 
Association of American Railroads, was formed in Chi- 
cago a few days ago. John J. Pelley, for some years 
president of the New Haven Railroad, and recognized 
as one of the most active and forceful railway executives 
of the United States, has been elected head of the new 
organization. Its headquarters will be in Washington, 
D. C. The plan of organization calls for 14 directors 
and 9 vice-presidents. Each of the latter will have charge 
of one of the important divisions of railroad management, 
such as finance, law, traffic, etc. 

This organiza- 
tion will be the 














hand to solve 
their ~~ prob- - _ ~> body with which 
a ee’ : : Indebtedness of Leading Railroads | “8 Bi od 
justification have ; Fixed | will deal with 
they to ask for oa “Times respect to big and 
help from either Funded aibille RFC Hamed 6 Mos. to general problems, 
the Government Railroad Debt( ft) Payable(a) Loans(b) 1933 June 30 '34 and will serve 
or the public? Atchison, Topeka & S.F...... 309,664,000 None None 1.28 1.18 likewise as a me’ 
So long as gen- Atlantic Coast Line........... 152,356,530 6,500,000 None 0.69 ei dium of contact 
ere! consolidation Baltimore & Ohio....... 673,923,420 22,393,000(c) 72,096,000 1.01 0.86 and clearing 
is not in effect, Chesapsake & Ohio........ 219,957,700 None None 3.71 3.78 house between 
the common good Chic., Mil., St. Paul & Pac.... 320,088,630 4,319,000 8,000,000 0.65"  0.44° the railroads on 
sho u ld not be Chicago & North Western... 372,104,402 24,895,000 31,309,000 0.55 0.32 the one side, the 
lost sight of in Chic., R. I. & Pac........ 328,252,029 17,550,000 12,500,000 0.25 0.10 Government and 
efforts to main- Del., Lack. & West...... 135,971,379 None None 0.65 0.96 the public on the 
tain the identity, ee ere 309,421,559 8,748,000 13,403,000 1.03 1.11 other. Its author- 
and supremacy | Great Northern........... 356,810,801 5,616,000 None 0.84 0.58 ity will be ab- 
even of the indi- Illinois Central........... . 374,420,741 None 13,800,000 1.00 0.82 solute, but in the 
vidual railroad or | Kansas City Southern........ 64,942,200 None None 0.58 0.63 case of a differ- 
system. Some | Lehigh Valley............. . 153,358,886 5,684,000 4,500,000 0.67 0.92 ence of opinion 
railway executives | Louisville & Nashville... 228,307,234 None None 1.16 1.48 with respect to an 
need to become Missouri-Kansas-Tex. . .. ; 93,448,441 None None 0.81* 0.49° important matter, | 
more nationally Missouri Pacific............. 400,556,037 25,620,000 23,134,800 0.39 0.41 on the part of an 
minded with re- | New mn Central..... 1,146,570,760 68,221,000 27,499,000 0.91 0.95 individual ral 1- 
gard to the big N. Y., Chic. & St. Louis...... 166,944,783 4,244,000 15,504,027 0.85 1.11 road, provision is 
problems with N. Y., N. H. & Hartford 319,544,283 19,896,000 578,224 0.74 0.85 made for arbitra- 
which the = rail- Norfolk & Western..... fe 91,253,532 None None 6.43 6.92 tion. The pur- 
roads of this coun- Northern Pacific............. 309,222,500 None None 1.02 0.66 poses of the new 
tr y are con- Pennsylvania............ . 1,001,989,220 None 28,900,000 1.23 1.25 organization are 
fronted. This is EE ae eee . 136,292,069 None None 1.70 1.79 ofhcially set forth 
by no means easy | St. Louis-San Francisco....... 300,439,806 13,976,000 5,190,000 0.24 0.28 as follows: “The 
under the present | ae... ae SS a Se —_ new organization 
highly competi- | Southern Pacific............ 713,098,034 21,500,000 22,000,000 - 0.85 0.85 constitutes an 
tive conditions be- Southern Railway............ 350,046,609 None 14,500,000 0.94 0.86 aggressive and 
tween the rail- Union Pacific................ 360,616,967 None None 2.42 1.87 determined effort 
roads themselves | Western Maryland........... 65,655,795 1,151,000 None 1.29 1.33 to deal wit h 
and between the || -huluding adjustment band interest.| Dec: 4iy 4888, pe — 
other mediums of le eines — — page 631) 
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By J. C. Crtrrorp 


Securities to Hold in a Balanced Portfolio 
Under Prospective Conditions 


For Income, Possible Profit and Protec- 


tion Against Inflation or Runaway Prices 





NLY once or twice in a 
lifetime does a man 
have an_ investment 

problem like that of today. 
Ordinarily, while he knows 
that the price of goods and 
services fluctuate to some ex- 
tent, he knows also that the 
trend can hardly be one way 
all the time and that a dis- 
advantage one year probably 
will be compensated the next. 
He therefore concentrates 
merely upon the task of keep- 
ing intact, or perhaps enlarg- 
ing, a given sum of dollars, 
pounds, or francs and deriv- 
ing a currency income there- 
from. But today it is essen- 
tial that he go to the real base 


intact their savings. 


lation. 


Today, investors everywhere are engaged in 
a desperate search for something that will keep 


are menaced by the Government's tinkerings 
with the money with a view to raising prices: 
stocks, on the other hand, which depend upon 
corporate earning power for their value, are no 
less threatened by taxation and political regu- 
Under such circumstances, it is essen- 
tial that every advantage be taken of individual 
securities so situated that they will tend to off- 


set the disadvantages of their class. 


Bonds, on the one hand, 


note that there is no complete 
protection anywhere against 
such a disaster, except the 
transfer of one’s capital out- 
side the bounds of the country. 
As for the second, how can 
this be justified at the present 
time in view of the Govern- 
ment’s stated intention to raise 
prices ard the steps that have 
been taken already to attain 
this objective? 

The sound investment pro- 
gram therefore necessarily 
must be a compromise between 
these two extreme courses. 
But where shall it be made? 
Shall one merely say arbitrari- 
ly: “All right, 50% in fixed 


income investments and 50% 





of his problem, which is the 
keeping intact of a given store 
of goods and services and the deriving ot 
a “goods and services” income there- 
from. 


Many Considerations 


Nor can that which follows be dis- 
missed with a bored: “It’s the old in- 
flation story; buy common. stocks.” 
True, “inflation” is a consideration, 








although it is merely a minor considera- 
tion, at least so far as there is a prospect 
at the present time of anything happen- 
ing in this country similar to the mone- 
tary occurrences in Germany, Austria 
and other countries after the War. On 
the other hand, it is a valid part of 
today’s investment problem to take into 
consideration a further material and 
permanent rise in the cost of living 
brought about by the monetary manipu- 
lation which has taken place in the 
United States over the past year or 
two. Yet, even this is by no means 
ali that there is to the problem; there 
are a number of other factors equally 
important. 

Ever since the United States com- 
menced its tinkering with the dollar 
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there has been a marked tendency for 
the individual to take one of two ex- 
treme attitudes. The first, and per- 
haps the most popular, has been the 
one that holds, because the dollar is 
going to depreciate, that all sound 
bonds, mortgages and preferred stocks 
should be sold and the proceeds placed 
in tangible property, or its representa- 
tive, common stocks. The second group 
hold that the dollar is still the sound- 
est money in the world, that because 
prices of commodities have gone up 
somewhat this is not the reciprocal of 
dollar weakness, and that on general 
principles it is an act of foolishness to 
exchange senior securities for anything 
as inherently speculative as a common 
stock. 

While both these attitudes are not 
without a degree of validity, they each 
overemphasize a particular point of 
view—to adopt the first is to gamble 
on the unsoundness of money, whereas 
the second represents a gamble on 
money's soundness. Only if we are 
to have an inflation like the German 
inflation of 1923 can the first be justi- 
fied and then only with the mental 


in equity investments, and let 
it go at that?” This might be 
a fairly reasonable course perhaps if 
there were any reason to suppose 
that fluctuations in the purchasing 
power of the dollar had any ascertain- 
able relationship with the dividends 
paid on common stocks. But there is 
no such ascertainable relationship, now 
less than ever. Moreover, what fixed- 
income investments and what equity 
investments shall be chosen? 


Unexpected Effects 


There is, of course, some precedent 
for believing that corporate earnings 
tend to rise during a time of rising 
prices, but the validity of this as a 
forecaster of the future has been im- 
paired—by taxes, for example. Let us 
suppose that the Government continues 
with its policy of depreciating the dol- 
lar. It depreciates vigorously, but taxes 
almost as vigorously. In other words, 
it is supposed that both the expendi- 
ture and revenue side of the budget 
are expanded greatly, although the 
former continues to exceed the latter 
by a substantial margin. Under such 
conditions, it might be supposed that 
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A Guide to Investment and the Reasons Therefor 





SECURITY 





United States Government Bonds. 
(Partially exempt from income tax) 


State Bonds. 


only in State of issue) 
Such as: 

California 414 1941/47 
Massachusetts 314s, 1956 
Maine 314s, 1938/1939 
New Jersey 414s, 1940 
New York 314s, 1940/81 
Pennsylvania, Highway 4s, 1942 





High grade Corporate Bonds. 
Such as: 


Atchison, Topeka & S. F. Gen. 4s, 95 
Chesapeake & Ohio Cons. &s, 1939 
Norfolk & Western ist 4s, 1996 


United El. of N. J. ist 4s, 1949 





Preferred Stocks. 


Common Stocks. 


part) 
Such as: 
| Amer. Smelting & Refining 
| Continental Can 
| Corn Products 
| du Pont 
Eastman Kodak 
| General Electric 
| International Nickel 





National Lead 








New York Tel. & Tel. ist & Gen. 4'4s, ’39 


(Exempt from Federal income taxes, but from State income taxes 


(Well-diversified among high grade income producers for the most 


Pillsbury Flour 
Procter & Gamble 
Standard Oil (N. J.) 
Standard Brands 

U. S. Gypsum 
Union Carbide 
United Fruit 


COMMENTS 


Public securities of high caliber may be said to afford absolute certainty 
of dollar principal and interest. Since it is inconceivable that tax-exemp- 
tion be rescinded, the prospective increase in taxation should enhance 
their desirability. So far as the purchasing power of principal and interest 
is concerned, they are vulnerable to a higher cost of living. They become 
worthless in limitless inflation, but such a prospect is almost unimaginable. 
Chances of any price appreciation are slight under present conditions. 


Virtual certainty of dollar principal and interest. Return higher than 
obtainable from public securities, but whether they are actually more 
desirable than the former will depend upon the individual’s circumstances 
and the size of his income for tax purposes. They possess exactly the 
same disadvantages as are possessed by public securities. Perhaps 
about 40% of the individual’s total funds might be in bonds at the present 
time. 








Under today’s conditions, so far as the best preferred stocks are concerned, 
a bond of better security probably can be found to return as high a yield: 
so far as second rate preferred stocks are concerned, undoubtedly a “‘bet- 
ter buy” can be found in some common stock. A preferred stock’s only 
true advantage is that the income currently affords some tax relief. Would, 
however, only disturb present holdings after careful appraisal of each 
individual issue. 


Representing tangible property rather than money, common stocks theoret- 
ically should be more satisfactory to a holder than fixed-income obliga- 
tions in the event that the general price level moves markedly higher. 
Common stocks, however, are inherently speculative and one might 
conceivably lose more by an adverse company development than would 
be lost by currency depreciation in a bond. Common stocks, also, are 
vulnerable to taxation and the prospect on this score is distinctly adverse. 
Moreover, many such securities—the railroads and public utilities, for 
example—are vulnerable in addition to political interference and agitation. 
Perhaps some 60% of the individual’s total funds might be in common 
stocks at the present time. 














prices would rise, if not as the direct 
result of the governmental spending, 
then because of fear for the ultimate 
outcome. Corporate earnings on the 
other hand would be dragged back by 
the constantly mounting tax burden 
and the net result might well be, 
despite the fact that the holder of a 
good bond had lost purchasing power, 
that he were better off than the holder 
of a common stock, suffering not only 
from a loss of purchasing power but as 
a result of a price decline as well. 

This perfectly logical conception is 
so diametrically opposed to what is 
generally supposed to be the relative 
position of bonds and common stocks 
in the event of rising prices that it is 
well worth noting. As a matter of 
fact it accounts satisfactorily for the 
happenings of the past year. Last 
September, should an investor have sold 
fixed income securities and bought in 
their place a representative list of better 
grade common stocks, wishing to pro- 
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tect himself against the rise in prices 
that undoubtedly has taken place since 
that time, he would today be better off 
had he kept his original holdings. And 
it is taxation, Federal, state, local, and 
“processing” that has played no small 
part in the failure of corporate earning 
power to rise with the increase in the 
price level. 


All May Suffer 


While this point has been made for 
the purpose of showing that there has 
been a rather too casual swallowing of 
the supposition that common. stocks 
necessarily must be the most satisfac- 
tory holdings when the economic back- 
ground is of an inflationary nature, it 
can also be used incidentally as an illus- 
tration of the likelihood of all investors 
suffering under present governmental 
policies. This is a pessimistic view- 
point, admittedly, but there are alto- 
gether too many people who believe 


that they can come out a winner in the 
game that is now being played. Rare, 
indeed, will be the man who achieves 
such fortune. Only one number draws 
the grand prize in the lotteries of Ar- 
gentine and Spain, and think how many 
contribute! 

At this point, undoubtedly some will 
say: “But, if common stocks have been 
worse than bonds and the latter ad- 
mittedly have lost purchasing power 
in principal and interest, what can be 
done?” It is a dilemma, obviously. 
There is, however, one ray of light. It 
appears to lie in the discovery of se- 
curities which themselves have certain 
advantages that will tend to offset the 
disadvantages of their class. For 
example, all bonds under present con- 
ditions may be objected to on the 
grounds that there is likely to be a loss 
of purchasing power in principal and 
interest; all stocks on the grounds that 
any company making money is likely 
to be taxed to the strangulation point. 
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But there are certain bonds that can 
be bought that will avoid the incidence 
of the prospective increase in taxation 
and undoubtedly there are companies 
whose stocks will struggle forward in 
spite of an increased tax burden. 


Tax Exempts 


In the past, tax-exempt securities have 
been typically the investment medium 
of the rich. But today, with Federal 
normal income tax higher, surtaxes 
starting at $4,000 of taxable income, 
with more and more states levying their 
own income taxes, and with the very 
definite prospect that family exemp- 
tions shortly will be lower and the 
rates higher, these securities are now 
within the province of an individual of 
quite modest means. By and large, 
the obligations of all states, counties 
and cities are completely exempt from 
income taxes in state of issue; the ma- 
jority of long-term United States Gov- 
ernment obligations are free from nor- 
mal tax, but are subject to surtax on 
a principal amount in excess of $5,000. 

The selection of specific bonds, 
whatever their tax-exempt qualities, or 
whether they are not tax exempt at all, 
is solely a matter of individual circum- 
stances. One might add, however, that 
the prospective increase in taxation 
should make it worthwhile paying a 
slight premium for tax-exemption over 
and above the actual equivalent yield 
figured by today’s tax sechdules. 

Having selected his bonds, the in- 
vestor must admit to himself the prob- 
able loss in purchasing power of princi- 
pal and interest and console himself 
with the thought that he has cash at 
his fingertips and complete assurance 
of a known dollar income. It may be, 
of course, some time within the not 
very distant future, that the Govern- 
ment’s reflationary policies begin to 
take hold much more vigorously than 
they currently show signs of doing. In 
this case, a lightening of bond holdings 
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to compensate for the change in the 
cutlook would be a perfectly justifiable 
course. 

In the selection of common stocks 
under present circumstances, care must 
be taken to avoid, or at least play light- 
ly, issues possessing disadvantages simi- 
lar to those of bonds. In other words, 
one’s common stocks should hedge as 
much as possible one’s bonds—not be 
subject to the same dangers. For these 
reasons, the public utilities, the rail- 
roads and certain miscellaneous com- 
panies, all of which have rigid, or semi- 
rigid selling prices. for their goods and 
services, cannot be looked upon favor- 
ably as a class. In the event of rising 
prices for labor and materials in gen- 
eral, profits are caught between in- 
creasing costs and the more-or-less stable 
gross with unhappy results for those 
that have to depend upon them for 
their livelihood. So far as the rail- 
roads and public utilities are concerned 
their investment value is dimmed also 
by political agitation and manoeuvres. 
There naturally will be certain excep- 
tions to this general rule of avoidance— 
railroads and public utility stocks whose 
market price discounts even the none- 
too-bright future, but by and large the 
generality should be a valuable one. 


Desirable Types 


The type of stock for which the in- 
vestor today is looking is that of a 
company, the price of whose product 
can be raised promptly with increasing 
costs and without bringing about any 
marked decrease in demand. Also, 
because of the generally menacing labor 
situation some attention should be paid 
to whether or not labor accounts for a 
large proportion of the total cost. If 
it does not, so much the better. 

Assuming that any stocks that even- 
tually find themselves in the individu- 
al’s portfolio are of good quality, it 
will be remarked perhaps that no con- 
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sideration has been given to all the 
securities that are neither bonds of the 
highst grade nor stocks of good qual- 
ity. What of medium and second grade 
bonds, preferred stocks of a caliber 
under the best and, finally, second rate 
common stocks? 


Risk of Confusion 


All these have been omitted de- 
liberately. They confuse the issue. For 
example, under the impact of rising 
prices, second grade bonds act for a 
time in a manner characteristic of 
common stocks and only as they begin 
to approach their “ceiling” are they 
true to their designation. Exactly the 
same thing applies to second grade pre- 
ferred stocks. As for second rate com- 
mon stocks, their destiny is controlled 
much less by general business, or the 
business of their industry or territory, 
than by isolated and individual happen- 
ings to the companies themselves. One 
might say that none of these securities 
can be calculated to “run true to form” 
and are therefore unsuitable for general 
discussion. They must be taken in- 
dividually and considered on their 
merits. 

If one could answer the questions of 
how much the general price level is 
to rise and how much of the effect of 
this rise would be nullified by taxation 
or other political action, there would 
be no real problem in charting an in- 
vestment course. But so long as an 
answer to these questions is possible 
only to one with supernatural powers, 
it appears best that an ordinary in- 
dividual content himself with obtain- 
ing an average result. A_ portfolio 
containing both bonds and stocks off- 
sets risk by risk, can be trimmed one 
way or another in accord with a change 
in conditions and, while by no means 
all that could be desired, nevertheless 
probably will be improved upon only 
by those who look backward after the 
future has become the past. 
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Bootlegging and Taxation Handicap 


N many sides, the advent of 
Repeal last December was 
hailed as the re-birth of an 

old industry. Effigies of the boot- 
legger and the blue-nosed reformer 
were burned and buried; old dis- 
tilleries were hastily repaired and 
their vicinities again reeked with 
the smell of steaming mash; new 
distilleries were built; and every 
foreign country which produced 
anything in the way of a palatable 
liquor prepared to do their part 
in quenching the great American 
thirst—presumably sharpened by 
fourteen years of Prohibition. Our 
own Government prepared to reap 
a veritable harvest of new revenue 
and its anticipations were shared 
by every state and city where the 
sale of liquor became a legalized 
business. 

The initial stimulus of Repeal 
was felt in many directions—real estate, 
lumber, glass, automobiles, furnishings 
and equipment and employment all 
came in for their share. Shrewd specu- 
lators had profited handsomely through 
the avidness of the public demand for 
those stocks of companies in any way 
connected with the liquor industry, 
however remote such connection may 
have been. Alas, it was almost inevit- 
able that such unbounded enthusiasm 
would, sooner or later, suffer the cold 
water of practical realities. 


New Growth—New Problems 


With Repeal less than a year old, 
the liquor industry has acquired for 
itself a full set of problems and diff- 
culties no less troublesome than those 
under which such mature industries as 
the oil, railroads and utilities are labor- 
ing. It was to be expected as a natural 
condition that the liquor industry 
would suffer the traditional “growing 
pains” but they have been intensified 
by other “pains” not usually found in 
the early stages of young industries and 
the reckless estimates of fabulous earn- 
ings which were being made a year 


612 


Liquor Industry 


Can the Liquor Stocks Come Back? 


By Epwin A. Barnes 





CONSUMPTION OF 
{PIRITUOUS LIQUORS 


| 


| 
| 
| 


EST 
ILLICIT 
LIQUOR 


GALLONS PER CAPITA-YEARLY 
Seeseuusces 





AFTER 
PROHIBITION - 
BASIS FIRST OMONTHS 


BLFORE 
PROHIBITION 





promptly removed from the scene 
once the “noble experiment” came 
to an end. The bootlegger, as 
such, would be forced out of busi- 
ness. The repealists, however, ap- 
parently reckoned neither with the 
resourcefulness of the bootlegger 
or the shortsighted policy which 
would be pursued by the Govern- 
ment and municipalities in the mat- 
ter of taxes and license fees. 
Events played directly into the 
hands of the bootleggers. Repeal 
of the Eighteenth Amendment 
came with such dramatic sudden- 
ness that the stocks of aged whis- 
key on hand at the time were far 
from adequate and within the short 
space of time granted to distillers 
it was impossible to place on the 
market other than a hastily, and 





often imperfectly, blended prod- 





ago have been severely tempered. The 
industry is in the unique position of 
having first been given the paternal 
blessing of the Government and then 
having the Government place a most 
formidable obstacle in the path of its 
progress. Ironically, however, the Gov- 
ernment shares the industry’s disap- 
pointment in the results. 

It is not strictly accurate to say that 
the liquor industry was reborn with 
Repeal. Although the legalized pro- 
duction of spirits was relatively insig- 
nificant, being limited to liquors osten- 
sibly for medicinal purposes, illegal pro- 
duction (bootlegging) was a flourishing 
business, as indeed it must have been to 
make an annual pre-Repeal consump- 
tion of 200,000,000 gallons possible. 
Prior to prohibition, the United States 
drank 140,000,000 gallons of liquor 
yearly, so if allowance is made for the 
increased population and changed 
drinking habits, the figure of 200,000,- 
000 gallons of bootleg liquor is, if 
anything, low. 

One of the strongest arguments used 
by protagonists of repeal was the un- 
qualified prediction that bootlegging 
and all of its evil offspring would be 


uct. Aged whiskey was available 
but at a price which discouraged popu- 
lat demand. Thus, the bootlegger 
clinging on precariously and awaiting 
an Opening, saw an opportunity to 
capitalize the situation to his advantage 
Well versed in the technique of forged 
labels, stamps and bottles and with a 
good supply of alcohol on hand, it was 
a comparatively simple matter for him 
to provide himself with the necessary 
merchandise and offer it at a lower 
price than the legitimate dealers. True, 
his customers for the most part were 
unscrupulous retailers, restaurants and 
taverns but the ultimate consumer could 
not know this and his limited experi- 
ence with genuine merchandise did not 
enable him to detect any great differ- 
ence. 


Taxes Handicap 


This advantage to the bootlegger, 
however, might have been short-lived 
but unintentionally the bootlegger was 
succored further by the imposition of 
a heavy internal revenue tax on which 
were pyramided various and sundry 
tax items originating with the various 
states and cities. License fees for 
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wholesale and retail selling were set at 
excessive levels; import restrictions 
were unduly severe; and the Govern- 
ment itself further complicated the 
situation by the sale of large quantities 
or seized liquors at auction for what- 
ever they would bring. All of these 
taxes, fees and restrictions must be 
paid for by the consumer. But the 
sorely tried consumer is either unwill- 
ing or unable to pay and must either 
content himself with the cheaper malt 
beverages such as beer and ale or else 
intentionally, or otherwise, he is again 
the patron of the bootlegger. 

Let us see how this works. The 
Government excise tax amounts to $2 
a gallon on spirituous liquors, and 
New York State, for example, imposes 
an additional tax of $1 a gallon. This 
is equivalent to 75 cents on the popu- 
lar quart-size bottle. Wholesale and 
retail licenses add 10-15 cents a bottle. 
While the cost of producing a quart 
of whiskey varies considerably, the 
total cost, including distillery over- 
head, of producing a quart of good 
blended whiskey is probably something 
over 50 cents. If we add a third to 
this to cover wholesale costs and profit 
the price to the retailer would average 
about $1.85 a bottle including taxes 
and license fees. Some brands run 
higher, others lower, depending largely 
on age. The average retail store fig- 
ures that it is necessary to mark up 
the cost another third to secure a pro- 
fit—15% selling and handling, 8% 
rent, light, etc., 7% profit, 3% re- 
serve. This figure might be altered 
by delivery and advertising outlays but 
the minimum cost to the consumer is 
about $2.50 a quart for only a fair 
grade of whiskey. Before Prohibition, 
a good grade of whiskey 





Quite a number of his customers, find- 
ing they can still buy bootleg alcohol, 
are again making their own gin. Many 
admit frankly they can’t afford to pay 
his prices. 

The case of the retailer just cited 
can be multiplied by the thousands. It 
is also true in the states where package 
liquor is sold through state-owned 
stores. Prices in Pennsylvania stores, 
for example, are higher than in New 
York, where retailing is in the hands 
of individuals, and sales likewise have 
been disappointing. Probably the 
greatest disappointment has been felt 
by United States Treasury officials for 
thus far tax receipts from liquor have 
fallen far below expectations, a condi- 
tion which is readily explained by Mr. 
Choate, director of the Federal Alco- 
hol Control Administration. In the 
opinion of this official, more than 50% 
of the liquor consumed in this country 
is illicit and therefore pays no tax. 

In the face of this situation, how- 
ever, Secretary of Treasury Morgen- 
thau has taken the stand that there 
will be no reduction in liquor taxes, 
until the program of enforcement has 
been more thoroughly tested. If all of 
the resources of the Federal and State 
governments were not able to elim 
inate the bootlegger during Prohibition, 
it is hardly reasonable to suppose that 
with vastly reduced forces and finances 
he can be eliminated at this time, so 
long as he can enlist public support 
through lower prices. Until the boot- 
legger is effectively curbed, all branches 
of the liquor industry will continue to 
suffer. On the other hand if the Govern: 
ment reduced its enforcement it might 
lower taxes proportionately. Lower 
taxes would bring immediate relief and 


these companies obtained an initial ad- 
vantage by being the first in the field. 
Since that time, however, the industry 
has undergone the mushroom type of 
expansion typical of young industries 
in the earlier stages. As of June, last, 
393 distilleries were licensed and 150 
additional applications were still pend- 
ing. As early as last February, Mr. 
Choate of the F A C A estimated maxi- 
mum licensed capacity as being in 
excess of 270,000,000 gallons annu- 
ally. By the end of the year theoreti- 
cal annual capacity may be enlarged 
to 400,000,000 gallons, greatly in ex- 
cess of the most generous estimate of 
probable consumption. Production 
must of necessity be limited to about 
50% of. capacity and even if allow- 
ance is made for some portion of out- 
put being withheld for aging, there 
are still imports to be reckoned with. 

On three occasions the Government 
has waived import quotas and per- 
mitted unlimited importations for a 
brief period, as part of its campaign 
against bootlegging. The effectiveness 
of imports in this connection is open 
to question because of the existing high 
duties. On the other hand imports 
most certainly have the effect of fur- 
ther intensifying the competitive situ- 
ation. It is understood that large 
stocks of imported liquors are being 
accumulated in bonded warehouses in 
anticipation not only of a heavy holi- 
day demand, but a reduction in the 
tariff later in the year. Should the 
latter event materialize, it is almost 
certain to be followed by increased agi- 
tation for lower domestic taxes. 

That either the present or potential 
competitive situation in the liquor indus- 
try can continue for long is extremely 
unlikely. In every indus- 
try there are marginal pro- 





could be obtained for $1.50 
a quart and for $11-12 a 
case of 12 bottles. 

A typical retail store lo- 
cated in the suburbs of New 
York City must do from 
$35,000 to $40,000 of gross 
business annually to clear 
a fair profit for its owner. 
This means that for at least 
250 days out of the year 
his sales must gross $140- 
$175. Right now this 
owner does not think he 
will make the grade. This 





Representative Liquor Securities 


Earnings Per Share 


ist 
Mos 
1932 1933 1934 
Amer. Commercial Alcohol... 3.01 4.56 3.14 
Commercial Solvents....... 0.51 0.88 0.47 
Distillers Corp.—Seagrams.. . 0.67(b) 0.55(b) .... 
National Distillers....... 0.52 3.25 2.87 
Schenley Distillers......... = 3.35(a) 4.07 
Hiram Walker........ d0.39 40.17 
(a) 6 mos. to Dec. 31. (b) Year ended July 31. d Deficit. 


ducers which can operate 
profitably only when con- 
ditions are wholly favor- 
able and, in poor times, 
hold out only so long as 


. Recent 
Price working capital remains 
a4 sufficient to pay overhead 
18 | and officers’ salaries. In 
a4 | the liquor industry these 
» marginal producers have 
en sprung up like weeds. The 


applications for distillery 
licenses show this to be so. 
But, if anything, they will be 








retailer knows that his ter- 
ritory is a fairly prosperous 
one, consumption is about what may 
be expected of an average suburban 
community, but the fact is people are 
simply not buying from him and he 
knows why. For one thing, there are 
numerous cut-rate stores in the city, 
some of which are doubtless obtaining 
their supplies from illicit sources. 
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the industry itself could be expected 
to compete more effectively with the 
bootlegger as stocks of aged whiskey 
are accumulated permitting it either to 
offer a cheaper product or a superior 
one. 

At the outset the liquor industry 
was dominated by several units and 


eliminated faster from the 
liquor industry, due to the 
lack of sufficient working capital, than 
would be the case in other industries 
where conditions would more readily 
permit retrenchment. 

The liquor distiller must be prepared 
to tie up a considerable portion of his 
working capital in aging whiskey. 

(Please turn to page 630) 
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UNITED FRUIT 





Dollars from Bananas 


Reciprocal Tariff Agreement with Central American Coun- 
tries Should Open Way for Still More Satisfactory Profits 


By STaNLey Devin 





HE United Fruit Co., 
is a fruit company. 
Bananas are the 
backbone of its business. 


Highlights of United Fruit 


magnitude, the company 
must constantly be pre- 
pared to cope with all man- 
ner of problems—old ones 


ete Deas a _.. $109,510,000 % ; 
But in entrenching itself as_ || panealnaeceeunien . recur and new ones arise 
. | Current Assets—12/31/33...... 48,916,650 —vet with a fair share of 
the world’s largest producer || aceee ; yi 
e . | Current Liabilities—12/31/33.... 8,967,988 d f < d ter 
of bananas, the United good fortune and a grea 
: 4 Cash & Govt. Bonds—6/30/34... 39,100,000 ile f good manage- 
Fruit Co., has created what ; element of g g 
* 2 Insurance Fund, invested in Govt. Bonds 10,000,000 ve : h: b >en able to 
virtually amounts to an in- mental ‘iil ment it has been abl 
dustrial empire. It is no a . ‘ : alae a <sittiain turn in a very creditable 
. MI IN 3s. 615-8 9 0 eso eon 00 (shs.). s 3 
exaggeration to say that " eisai record. Every year since 
. ° Earned Surplus......... BP RAE pee RO PE, A HERON $30,750,971 . Becta ti ° 1899 h s 
the company engages in nen nea its inception in , ha 
viden PPD Poe Re One PR ee ee oe ree 3 = - P ag 
about a hundred other com- ; is added to the company's 


mercial endeavors, inciden- 
tal to, but complementing, 
its main business. For such 





Recent Quotation......... 


*After Depreciation and Revaluation. 
amounts continuously since 1899. 


tDividends paid varying 


scope and prestige and its 
unbroken dividend record 
of 35 years reflects not only 
the high measure of pros- 














is the complicated nature 
of the banana trade. 

In five Central American countries, 
Cuba and Jamaica, the United Fruit 
Co., owns acreage nearly as great as 
the combined area of Connecticut and 
Rhode Island; the company operates 
railway mileage totalling more than 
the Lehigh Valley and Long Island 
railroads put together; and its own 
fleet of 92 cargo and passenger vessels 
is one of the largest of privately owned 
American fleets. Indeed the business 
of supplying half of the bananas in the 
world is a sizable undertaking, even if 
one goes no further than to contem- 
plate the company’s extensive produc- 
ing and transportation properties. Yet 
the United Fruit Co., has found it 
necessary, and often advantageous, to 
extend its activities in many other di- 
rections, to the ultimate end that more 
bananas might be produced and sold 


profitably. 
Twenty-five years ago, with the 
necessity of some means of quick com- 


munication between the various offices 
in the United States and plantation 
foremen and ship captains becoming 
increasingly vital,.the company created 
the nucleus of what is to-day the Tropi- 
cal Radio Telegraph. Some 25 sta- 
tions provide commercial radio-tele- 
phone service between the U. S. and 
all of countries bordering on the Car- 
ibbean, as well as Cuba and Jamaica. 

In each center of its operations the 
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company has erected a modern hospi- 
tal with a competent physician in at- 
tendance. Likewise, the company has 
provided sanitation facilities, schools, 
power and light, docks and homes. 
Functioning in the capacity of a retail 
merchant, the company operates over 
200 stores throughout the Central 
American tropics at which may be pur- 
chased food, clothing, medicine, to- 
bacco, tools, hardware. For the benefit 
of its employees in Central America, 
the company operates restaurants and 
bars and in Jamaica two large tourist 
hotels are owned. Some of these ven- 
tures are operated at a profit, others 
are not, but they are all a definite part 
of the banana business and the profits 
and losses are either credited to or 
absorbed by the net production costs. 

In the United States, the company 
blankets the domestic market with a 
comprehensive network of sales offices 
located in every important key city. 
In addition there are important sales 
connections in Canada and abroad and 
passenger and freight offices are main- 
tained at the principal ports at which 
the company’s fleet touches. The com- 
pany carries practically all of its own 
insurance, with the exception of that 
on the new mail ships. Its insurance 
fund of $10,000,000 is invested in 
United States Government bonds. 

In the conduct of a business of such 


perity but the fundamental 
security of the business itself. 

Nor is this fundamental security al- 
tered or made unusually precarious by 
the fact that the raising and selling 
of a fruit crop is rather unique in the 
realm of corporate activities. The 
United Fruit Co. must assume all of 
the risks of any individual engaged in 
an agricultural undertaking and_ has 
no more control over the unpredictable 
elements. The company, however, has 
accomplished much more than _ the 
average farmer has, or can, in safe- 
guarding itself. 

Tropical storms with their disastrous 
and costly “blow-overs” are a continual 
menace. The company, however, has 
avoided concentration of its producing 
acreage, making it extremely unlikely 
that a single storm would completely 
destroy its crop. As a matter of fact, 
there have been occasions when tropi- 
cal storms have turned out to be bless- 
ings in disguise, coming as they did at 
a time when excessive supplies threat- 
ened the market. It is to be doubted, 
however, that the management favors 
this means of removing surplus stocks. 
Controlling such a large portion of the 
total, United Fruit is in a position to 
exercise considerable restraint in the 
matter of production but prices, for the 
most part, are governed by the prices 
of those fruits with which the banana 
competes. 
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The problem of soil exhaustion is 
another which keeps the company 
constantly on the move. The soil in 
Central America may produce healthy 
bananas anywhere from six to twenty 
years. After that it may again become 
a part of the jungle. United Fruit has 
anticipated this contingency by con- 
stantly pushing into new territory and 
developed new acreage. Tela, one of 
the company’s most important Divi- 
sions, cost nearly $16,000,000 to bring 
into commercial productivity. The 
management protects these heavy ex- 
penditures in two ways. 

At an experimental station in Hon- 
duras, it is reputed that the company 
has cultivated every known tropical 
plant, in the hope that a profitable crop 
will be found which may be grown on 
worn out banana land. As a result 
of these experiments, a small portion 
of the company’s land is being utilized 
in the production of cacao and coco- 
nuts which, however, have not yet 
achieved commercial importance. Sugar 
represents the company’s most exten- 
sive venture in this direction and while 
sugar has not been a profitable item 
in recent years, such has not always 
been the case. Some 95,000 acres of 
land owned by United Fruit have been 
turned into pasture land, for included 
among its livestock 
are nearly 24,000 
cattle and over 14,- 
000 horses and 
mules. 

Secondly, and of 
greater significance 
financially, is the 
company’s deprecia- 
tion policy, calcu- 
lated to write off 
each item of pro- 
perty over its esti- 


mated useful _ life. 
On tropical lands 
depreciation —_aver- 


ages 8%, on build- 
ings and equipment 
10% and on steam- 
ships 5%. Judged 
by normal standards 
these are exceeding- 
ly liberal write-offs. 
Measured in terms 
which may be fully 
appreciated by 
stockholders, depre- 
ciation in 1930 to- 
talled $13,835,000, 
or $4.73 a share; in 
equivalent to $4.53 a share. In addi- 
tion, in 1930 and 1931, there was 
charged to surplus $11,175,000 for pro- 
perty written off and $17,000,000 for 
reserve against shrinkage in the value 
of sugar and other properties. Ultra- 
conservative though a generous depre- 
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1931, $13,256,000 


JZ 


Courtesy, United Fruit Co. 


ciation policy of this sort may be, it 
became apparent in 1932 at the depths 
of the depression that it was threaten- 
ing the company’s enviable dividend 
record. In January, 1932, dividends 
were cut to $3 from $4 and in July 
of that year they were again reduced 
to $2. Obviously drastic action was 
called for and it was not long in ma- 
terializing in a series of events which 
had their genesis in 1930. 

Samuel Zemurray, which had ac- 
quired a large block of United Fruit 
stock when his company, the Cuyamel 
Fruit Co., was absorbed by the former 
in 1930, assumed active direction of 
United Fruit in July, 1932. His long 
experience in the banana business stood 
him in excellent stead and by the end 
of that dark year he had succeeded in 
effecting drastic operating economies 
and by means of sweeping revaluation 
of the company’s assets, depreciation 
charges were reduced nearly $5,000,- 
000 from the 1931 figure. Property 
account was written down $50,945,- 
000, of which amount $9,573,000 was 
charged against the special reserve and 
the balance to surplus. This permitted 
a reduction in depreciation costs equal 
te $1.63 a share. The extent to which 


this aided in mitigating the distressing 
conditions is indicated by the fact that 





Loading Bananas in Central America 


full earnings for the stock in 1932 
amounted to $1.95 a share. 

By the time the new management 
marked its first anniversary, there had 
been a definite turn for the better in 
the tide of the company’s affairs and 
by the end of 1933 profits had risen to 
a point where annual dividends of $2 





were less than the customary two- 
thirds. Net income had arisen from 
$5,707,221 for the previous year to 
$9,240,942, equal to $3.16 a share 
for the stock. Current assets had in- 
creased $11,500,000, with cash and 
Government securities alone showing a 
gain of more than $10,000,000, while 
current liabilities of $8,967,988 were 
only about $1,500,000 larger. 

The recovery in the company’s earn- 
ing power last year was made particu- 
larly noteworthy by the fact that it 
was accomplished under conditions 
which in the aggregate were not as 
favorable as in 1932. Banana ship- 
ments totalled 46,381,163 stems as 
compared with 54,000,000 stems the 
previous year; the company’s fleet car- 
ried fewer passengers and less freight; 
sugar quotas were lower and prices 
unprofitable; and restrictive quotas and 
higher tariffs hampered the develop- 
ment of foreign business. Neverthe- 
less, the greater operating efficiency 
which had been achieved enabled the 
company to more than offset these 
adversities. The enhancement in the 
value of foreign currencies in terms of 
the dollar also contributed to the im- 
proved showing. 

This year, however, the company is 
having the added benefit of increased 

business and more 
1 favorable conditions 
in practically all of 
its principal divi- 
sions. Last April 
dividends were aug- 
mented by a 50-cent 
extra and recently 
the regular rate was 
increased to $3 an- 
nually. In the first 
six months the stock 
earned $2.17 a share 
(before taxes) and 
for the full year, 
may equal, if not 
exceed, the 1930 re- 
sults of $4.24. 

Even sugar, after 
showing losses for 
more than six years, 
promises to contri- 
bute a profit this 
year. The com 
pany’s sugar produc- 
ing properties are 
largely concentrated 
in Cuba and the re- 
cent reduction in the 
duty on Cuban raw sugar from 1.5 
cents to .9 cents should prove highly 
beneficial. The 1934 quota of United 
Fruit, after seven successive increases, 
has been fixed at 1,307,000 bags or 
nearly 24% times the original allot- 
ment and the Cuban government has 

(Please turn to page 632) 
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Readers’ Forum 








The Readers’ Forum is intended exclusively to serve in the discussion of problems 
of general investment interest. It welcomes free expression of opinion. The services of 
this department also are available for answering investment questions of general 
interests excluding inquiries regarding the position or prospects of individual securities. 








As Our Readers See It 


Corporations Can Help—Liberty League— 
Will Congressmen Listen?—Valid Protest 


Editor, READERS Forum: 

I have before me a circular—in con- 
nection with a proxy—from a leading 
railroad company-—asking an expres- 
sion of personal views. Here they are: 
Can nothing more be done to curb the 
action of President Roosevelt in his 
attack upon the earnings of railroads 
and other public utilities? 

It has been suggested in several finan- 
cial journalk—-THE MAGAZINE OF 
WALL Street and others—that the ten 
million owners of American securities 
should organize for mutual protection 
in both legislative and corporate af- 
fairs; and an urgent demand for such 
organization is evident. 

I believe action on the part of our 
large corporations in advising all stock 
and bond holders—except perhaps the 
Government —- which apparently is 
striving for government ownership—to 
register with a national organization, 
similar to the American Legion with 
chapters in each state, would bring 
practical results. 

These said corporations would, I be- 
lieve, act more speedily and more effec- 
tively than private individuals could in 
the establishment of such an organiza- 
tion. Given such incentive by the 
corporations there would be every in- 
ducement for the individual investor to 
enroll in a movement which is appar- 
ently essential for self protection and 
preservation of the state —T. PILKinc- 
TON, Toronto, Ont. 


* * * 


Liberty League 


Editor, READERS ForuUM: 

I have read with much interest in 
the September Ist number your article 
“Call to Action”. : 
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I am very much interested and wish 
to aid in every way possible the new 
Liberty League movement. 

It is time for such action. I hope it 
will not be too late. Any information 
you can furnish as to where and when 
they can be reached direct, by letter 
or personal contact, will be greatly ap- 
preciated.—O. C. MILLER, Waterloo, 
Iowa. 


The necessarily large task of estab- 
lishing the administrative machinery of 
the American Liberty League is now 
actively in hand. It is our expectation 
that the details of organization will be 
announced through the press generally 
and over the radio within a short time. 
Meanwhile, anyone anxious to beat the 
gun may do so by writing or telegraph- 
ing the national chairman, Jouett 
Shouse, Washington, D. C. 


* * * 


Will Congressmen Listen? 


Editor, READERS FoRuUM: 

The writer has been interested in 
your efforts to bring about a concerted 
effort on the part of security holders 
to protect their individual investments. 
While I naturally approve any con- 
structive work in this direction, very 
little of such work proves itself to be 
direct and effective along these lines. 

The writer's own experience has 
proven that lobbies and other political 
work fails, in the main, because it is 
neither strong enough nor direct. Re- 
sults can only be accomplished in one 
way. 

Every corporation, anxious to 
achieve results, must segregate their 
security holders into States, communi- 
cate with them directly and give them 


specific instructions and the name and 
address of their Congressman, insist: 


ing or urging the security holder to | 


write direct immediately for or against 
the legislation. 


You can readily picture the situa: | 


tion when every Congressman from 


every state receives such letters from | 


his own local and state constituents. 
No destructive legislation will be passed 
when every Congressman has received 
such direct protest. Very few com- 
panies are direct, concise and implicit 
in their letters to security holders and 


unless they are their appeals are of no | 


value—RoBERT FE. KRAMER, Daven- 
port, Iowa. 


Valid Protest 


Editor, READERS FoRUM: 

The proposal.of the New York State 
Economic Council to “disenfranchise” 
the 7,000,000 voters on relief, as re- 
ported and favorably commented upon 
editorially in your issue of August 18th 
is about as un-American and as stupid 


a proposal as I have seen in some time. | 


It is un-American, because it is directly 
opposed to all principles of representa’ 
tive government. It is stupid, because 
it appears to arise from the miscon- 
ception that the majority of those on 
relief prefer this status to that of em- 
ployment. Almost everyone knows 
this is not true. It is also stupid be 
cause of its inevitable consequences 
For an economic system to deprive 
7,000,000 of its members of their means 
of livelihood and then to attempt to 
deprive them of their only peaceful 
means of protest, namely the ballot, is 
to court its overthrow by force.—V. R. 
Rupp, Indianapolis, Ind. 
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BROAD survey of the 
A current business situa- 

tion and prospects sug- 
gests strongly that, owing 
chiefly to almost complete 
stagnation in that section of 
the capital goods industry 
which is financed by private 
savings and bank credit, many of the standard business in- 
dexes are conveying at the present time a much gloomier 
picture of fundamental conditions than is warranted by the 
full facts. Too much stress is being laid upon labor dis- 
turbances, weakness in Government bonds, Federal super- 
vision over the issuance and trading in securities, and the 
pre-holiday slump in such things as steel, lumber and auto- 
mobiles; while neglecting to note the better-than seasonal 
rise in coal output, car loadings, wholesale prices, retail sales 
and commercial credit. In view of the unquestionable fact 
that the country’s supply of credit, its purchasing power 
and actual sales are running ahead of production, it seems 
to be practically self evident that a better than seasonal im- 
provement in business activity must soon set in. In fact 
several of the well known indexes show that improvement 
has already begun. 

Our Business Activity index, after receding about four 
points from the recovery high of 72.5%, has again turned 
upward. Steel operations have shown a "gain for two suc’ 
cessive weeks since Labor Day. Our Common Stock Index, 
after reacting to a point fractionally under the July low, 
has steadied without penetrating the low of last October. 
Raw Material prices are less than a point below the highest 
level reached on the recovery. Wholesale prices are mounting 


Taking the Pulse of Business 





— Metal Sales Light 


— Gasoline Stocks Decline 


— Motor Production Lower 


— Higher Tobacco Costs 





rapidly, though a slight reac- 
tion is noticed in retail prices. 
The Cost of Business Credit 
still remains at the record low 
level and, in consequence, 
high grade corporate bonds 
have reacted less than Gov- 
ernments. The only real 
weakness in the bond market has been in second grade rails, 
which are faced with the necessity of scaling down fixed 
charges drastically unless saved from such adjustments by 
a sobetantial rise in freight tonnage. In the long run a 
recapitalization of weaker roads, though perhaps freezing 
the losses already sustained by investors in the junior secur- 
ities, would be salutary to the country’s business as a whole. 

That purchasing power and sales are larger than produc- 
tion is evidenced by recent reports which show that, while 
production is considerably lower than last year, factory em- 
ployment and payrolls in August were well above last 
August and even better than in July. Retail sales, in dol- 
lar values, show a 2% gain over last August for department 
stores and, after allowing for seasonal variations, were the 
best since April of 1932. Chain store sales in August were 
9% ahead of last year. Business failures during the week 
ended September 8 were the lowest since 1920. Exten- 
sive rains throughout the Middle West have revived pas- 
tures and created a much more cheerful feeling among the 
farmers, so that urban sales have spurted sharply during 
the past fortnight. 

In the financial field conditions are improving despite the 
shadow cast by softness in Government issues. New financ 
ing by private business during the month of August was 
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about four times heavier than in August of 1933, while the 
volume of commercial paper outstanding at the end of the 
month was the largest since October of 1931. The weak- 
ness in Government bond prices seems to be caused by sales 
on the part of reporting member banks, which have reduced 
their holdings by 100 millions since July 18. Meanwhile, 
however, commercial loans and other investments have ex- 
panded by close to 500 millions, which is a most encourag- 
ing development; since it indicates that industry is at last 
beginning to stand on its own feet and that the need for 
Government pump priming is gradually diminishing. 


The Trend of Major Industries 


STEEL—Operations at the country’s steel mills have in- 
creased for two consecutive weeks since Labor Day and, at 
present writing, average about 22.5% of capacity, or four 
points better than the lowest rate reached on the recession. 
Stocks of tubular goods in jobbers’ hands were exhausted 
early in August, and supplies of sheets, bars and strips are 
believed to be greatly depleted; so that rising orders for mis- 
cellaneous steel should improve from now on until the sea- 
sonal peak in November. Automobile manufacturers, in 
most instances, will not begin to turn out new models until 
sometime in November; but steel must be ordered for 
enough cars to stock dealers and this would suffice to raise 
the steel operating rate by seven or eight points for a month. 
Within the next few weeks several large construction proj- 
ects are coming to a head, and toward the year-end mod- 
erate orders for equipment and maintenance steel will be 
placed by the railrods. Thus, while a high rate of opera- 
tions is not looked for this year, steady improvement may 
be expected during the next two months. 


METALS—In consequence of diminishing purchases of 
silver abroad by the Government and ample offerings from 
China the domestic price has dropped fractionally since our 
last issue to around 4914 cents. Blue Eagle copper remains 
pegged at 9 cents, but the c. i. f. price at European ports 
kas shaded to 6.85 cents. Lead is unchanged at 334 cents, 
zinc has shaded to 4 cents, while tin is a trifle firmer at 513% 
cents, in response to a well sustained demand for tin con- 
tainers. Sales in all the non-ferrous markets remain light, 
pending greater activity 


to the profits of refiners. Secretary Ickes hopes to get more 
stringent enforcement laws through Congress next year as 
a means of conserving this valuable natural resource, which 
he estimates will be exhausted in 15 years at the present 


rate of withdrawal. There is, however, a growing opposi- 
tion to further government meddling in the industry, al- 
though it has produced improvement. 


AUTOMOBILES—August motor car production is esti 
mated at about 240,000, or slightly more than the 238,000 
turned out in August, 1933. Schedules of the present 
month call for around 175,000 cars, which would be 23,000 
less than were produced in September, 1933. Retail sales 
of new cars during the first nine months will probably thus 
come to around 2,487,000 units, compared with only 1,700,- 
00 for the corresponding period last year. With extensive 
shut-downs for remodeling planned in October, that month 
will probably witness the lowest output of the year. By 
mid-November, however, production is expected to be on 
the upgrade again; so that the 4th quarter may result in an 
output somewhat higher than during the last quarter of 
1933. 


CIGARETTES—After declining for four successive 
years, the average cost of tobacco filler per thousand cigar- 
ettes turned upward last year, and is still mounting. Though 
the larger manufacturers average their tobacco costs over a 
three-year period, owing to the large inventories which 
ample working capital permits them to carry, it is estimated 
that the book cost of tobacco has been increased by about 
12'%4 cents a thousand on account of this year’s sharp rise 
in prices paid for the leaf. With the former net profit of 
40 cents per thousand, this apparently indicates a drop of 
30% in earnings, unless the wholesale price is advanced. 
The 10-cent package makers will probably operate for the 
most part at a loss. 


Conclusion 


Present indications, together with a broad survey of 
underlying conditions, suggest the hopeful possibility that 
the reaction in business activity and in security prices has 
ended and that a somewhat more than seasonal improve- 
ment has already begun 





in the heavy goods in- 





dustries, and third : 
quarter profits have 


proved rather disap- 
pointing. 5 
PETROLEUM— 


While stocks of crude 
oil in storage above 
ground continue to re- 
cede slowly, production 
during the past fort- 
night exceeded the Fed- 





ance. It could scarcely 
be otherwise in view of 
the well sustained in- 
50 comes of labor and agri- 
culture, and the reced- 
ing stocks of goods on 
hand. 


in 
expanding much faster 


bank holdings of Gov- 





eral allowable by over é 
100,000 barrels daily. 
Gasoline stocks are be- 





Tue TREND OF COMMODITY PRICES 


ernment _ securities 
points to the belief that 











ing reduced seasonally 








private business is en- 








and are slightly lower 50h 

than a year ago; yet, in i 
face of a gradually im- 
proving statistical posi- 
tion, price cutting in 


gasoline in consequence ff Fosas POU ooo: FP 
of utter failure to con- + torn and leather....... ‘ -up 4 

iF ° ved cnt pagd  O e own 7 
trol bootlegging opera- Fuel and lighting.......... up 0.4 


tions continue to eat in- 





% 


Changes in Major Commodity Price Group for the 
Fortnight Ended September 15, 1934 


self financing which 


the Government of the 
necessity for expending 


So er rere no change : ‘- - 
Building materials ...... down 0.4 huge sums In undesir , 
I ea hs ates 5 60146 5S up 0.2 able pump priming ef- j 
Housefurnishings ......... up 0.1 fort dis ar : 
Miscellaneous ............ up 0.4 orts, disappointing 1n 





results. 





618 


THE MAGAZINE OF WALL STREET 


to put in an appear: | 


The fact that | 
commercial bank credit, | 
the form of loans | 
and investments, is now | 


than the contraction in | 


tering upon a period of | 


will gradually relieve | 





pase a ara Crscanre 








Be ta Da 


pom 1923-25 = 100 yp MILLION TONS ==) =—=THOUSAND CARS = == 9% OF CAPACI T Yammy pmmmee MILLION KW Lp eee me TUOLISAND CARS ee, 3 RICE CCAIL en eur 


Sae: 





| for SE 




























































































































‘ I di 
w.({ Lhe Magazine of Wall Street’s Indicators 
hich Business Indexes Common Stock Price Index 
which & 
. : 1933 Indexes 1934 Indexes 
esent ‘e — —__—_———.. Number — 
)posi- 2 WEEKLY STOCK High Low Close of Issues COMBINED AVERAGE High Low Sept. 8 Sept. 15 Sept.22 
ye a 71.3 22.7 52.9 312 (1925 Close—100) 71.2 45.0 48.4 45.0x 48.5 
y, al & Es 116.0 26.8 68.6 6 Agricultural Implements.... 105.7 44.2 46.2 44.2x 60.5 
a z 37.8 7.3 27.1 5 Amusements. ... 42.3 20.2 23.2 21.6 24.7 
° 50.9 12.4 41.3 14 Automobile Accessories.... 58.9 35.2 39.4 365 39.4 
= 22.7 7.8 18.0 18 Automobiles.............. 24.9 11.8 12.6 11.8 12.5 
; esti = 102.9 41.8 61.6 5 Aviation (1987 Cl—100).... 92.6 43.6 47.2 43.6x 46.1 
8 0 = 26.5 6.1 12.2 4 Baking (1926 Cl—100)..... 17.4 8.7 9.9 87x 9.5 
8,000 157.5 79.9 145.6 2 Biscuit. -. 150.0 111.6 118.8 111.6x 112.1 
esent [ 357.1 86.8 207.0 3 Bot. & Cks. (’32 Cl—100)... 240.9 153.6 166.5 153.6x 162.5 
I 128.8 39.8 107.6 5 Business Machines........ 136.0 100.0 103.4 100.0x 105.9 
3,000 z 191.1 92.9 189.1 Re MRR ccc sas fuse acs arceets 204.3 178.9 184.2 189.4 197.1 
eaked 5) 238.2 71.5 193.6 Ge VOMMNICAIR ooo sc waco ds 210.5 134.3 143.6 134.3x 143.3 
ra = 2 34.8 11.8 28.0 16 Construction............. 87.2 221 241 221 24.6 
thus = 81.0 20.3 54.9 Ss OODE CES sds a5 5,04: -.. 70.1 42.5 46.6 42.5x 45.5 
! 47.7 23.0 25.7 2 Dairy Products............ $7.0 95.7 88:2 31.4 32.7 
700,- 
ile 27.3 6.6 19.6 8 Department Stores........ 26.8 16.4 17.9 16.4x 18.4 
nsive 89.0 45.3 57.0 9 Drugs & Toilet Articles.... 84.2 656.0 61.1 56.0x 60.3 
eniia [ AVERAGES | 104.0 35.6 75.4 4 Electric Apparatus......... 91.3 59.1 62.5 59.1x 61.7 
BA a | 104.6 33.2 103.8 2 Finance Companies........ 178.3 103.8 152.4 142.6 154.6 
By Z 75.2 32.6 52.0 5 Food Brands.......... .. 64.0 51.1 60.3 57.6 58.2 
io on g 77.5 40.5 58.6 4 Food Stores........... 71.1 53.7 658.4 53.7x 57.4 
coke cs 1365.0 481.2 1180.8 3 Gold Mining.. _. 1372.0 1115.0 1249.0 1189.0 1274.0 
in an 2 30.3 10.5 26.0 5 Household Equipment..... 35.1 25.1 27.0 25.9 27.7 
or of 7 ; “J 38.0 14.5 23.1 6 Investment Trusts......... 31.8 19.3 20.8 19.5 20.6 
[ TSBs 360.0 85.0 244.6 2 Liquor (1982 Cl.—100)..... 295.5 164.0 180.3 171.2 186.5 
75 47.4 13.5 39.4 S. MailOnder:.)....00c..- . 53.4 34.2 37.6 36.2 40.3 
r LOAD 120.3 21.9 57.2 3 Meat Packing.. -. 88.6 51.9 67.0 60.3 67.7 
ssive | INGS || 8 tn 136.4 30.1132.6 11 Metal Mining & Smelting.. 160.1 118.3 127.5 118.3x 128.0 
Sa S ue 83.4 29.3 66.0 25 Petroleum... 86.8 652.8 57.0 52.8x 56.7 
igar 5 80.2 6.7 15.3 3  Phonos. & Radio (1927- 100) 25.0 15.2 16.1 16.1 17.4 
ough o 104.0 40.8 49.0 20 Public Utilities .. ; 72.8 37.8 42.1 37.8y 41.9 
: z 69.4 17.7 53.4 8 Railroad Equipment. . 66.2 34.3 37.8 34.3x 38.1 
ver a 2 63.0 16.3 34.5 30 Railroads...... ...., 62.0 25.2 27.6 25.2x 27.6 
thich 2) 44.3 6.2 30.0 3 Shipbuilding... . 50.2 28.9 32.2 28.9x 31.6 
x =a 148.6 57.8 126.7 2 Soft Drinks (1986 Cl.—100). 150.3 114.0 127.2 118.5 123.0 
late L 69.1 19.1 51.8 11 Steel & Iron. 77.0 42.0 46.2 42.0x 44.7 
bout 29.5 7.3 321.3 Be gOHRRC esac eis d 31.3 20.5 27.3 25.3 26.5 
tae ELECTRIC POWER 216.5 79.3 200.8 Se SHUTS oa acc oscaek ss 214.0 141.7 152.7 144.0 143.5 
_ Tise 92.8 28.1 61.4 3 Telephone & Telegraph... 70.3 44.0 46.8 44.0x 46.9 
it of 82.2 22.5 49.1 ai eae 65.8 37.5 40.7 37.5x 40.0 
15.1 3.0 11.0 6 Tires & Rubber........... 46 TS 86. 3:8 363 
p of k 90.2 46.2 69.4 A) abeetO so. dace ence 79.4 66.5 77.4 175.6 173.7 
ail Z 57.2 22.3 57.2 Ea 2) ae ea ae 73.0 43.3 73.0H 70.8 171.4 
wee 2 15 52.9 23.3 43.6 3 Variety Stores.......... . 143.0 43.6 126.4 121.7 143.0H 
- the 3) x—New LOW this year. y—New LOW since 1932. H—New HIGH record since 1931. 
= '4 
h Tut MAGAZINE OF WALL STREET'S HEHE ssesscese=: [oy 
r of [ COMMON STOCK Price INDEX ESE ESE 4, 
thine ~ 60 1925 CLOSING PRICES*100 Et 
‘ > sassssesscascues Hy 
oO 16) A N_ 
has = Sl 
ee q 40 at ck : : 80 
ove = 30 | s|3 COMBINED AVERAGE 
pun = | z|o|< 
ey & 20 41933.¢+ +f 2) 2 | 2 EES 
ear’ 5 ee ee | el2lz 
cely 10 SUSURECHOCUCUTDCUEEOHEERE! | 8 ¥ o 
v of 1 aed 2/913 
in’ & 
{ { 
er’ ea HHH 
: i os 60}— 
ced- | 4 Te NO] OULU) BSAA 
that | = 20 ee ie es aa B\s]9 
dit, | A FO Fo Fr PhP PLY FO PPT FPP OPN clea 
ans | [" 4 Sais 
iow | Zz cg ea age zest 
ster | = 8 < q a rot 
1 in } S Is ARIE: 
rOv" | - Bilao 
ities & [ < rae ie RAILROADS 
ee es Oe se ees ee ee = Se eee 
hat k 4 
otf | 
1 of i ° 
ich | 2 
eve | < | $29 RAILROADS 280 STOCKS 
the | a 4 | mJ FMAMISA jplan Feb Mar Apr May Jun Jul Aug Nov Dec 
: i a emo.) 
ing | 2 eee 1933 1934 
sire § [ | 
; (An unweighted index of weekly closing prices; compensated by stock dividends, splitups, 
ef- 1 pw FMAM J A ° J and rights, and covering about 90% of the volume of transactions in all Common Stocks 
in § 1934 Qixcnanet costo listed on the New York Stock Exchange.) 











eq | for SEPTEMBER 29, 1934 os 








Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with 
your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 


ww wv 


Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 





SHARP & DOHME, INC. 


Please give me your views on the specu- 
lative and investment possibilities for Sharp 
& Dohme common. Do you think it can 
again approach its 1929-1930 prices? Would 
you continue to hold 150 shares averaging 
91% ?—T. L. L., Philadelphia, Pa. 


Sharp & Dohme, Inc., is a long es- 
tablished manufacturer of pharmaceuti- 
cal products’) A number of the prod- 
ucts are used largely by physicians and 
in hospitals and are not advertised. The 
company has broadened its scope in 
recent years by entering the antiseptic 
and toothpaste fields, offering directly 
to the public these products under the 
tradename “ST 37.” These products 
have been advertised widely but meet 
with keen competition from existing 
similar products. The report of the 
company for the quarter ended June 
30, 1934, showed net profit equivalent 
tc roughly one cent per share of com- 
mon stock, compared with 15 cents 
a share in the preceding quarter and 65 
cents a share in the second three months 
of 1933. All dividend accumulations 
on the company’s $3.50 perferred stock 
have been paid off, but the common 
stock obviously is far removed from a 
dividend basis. The drop in earnings 
during the second quarter of the cur- 
rent year reflects increased costs of op- 
erations. The price at which the stock 
sold five years ago obviously offers no 
basis for estimating the future trend of 
the issue. On the other hand, it would 
seem a logical expectation that as pur- 
chasing power of the consumer expands 
there should also be a pick-up in Sharp 
& Dohme’s earnings. Since the trend 


of business is believed upward, there- 
fore, we favor retention of your hold- 
ings, at current deflated levels. 


TIDEWATER ASSOCIATED 
OIL CO. 

What do you think of the carly prospects 
for Tidewater Associated Oil? I sold my 
100 shares near the high for this year at 
51% points profit. Now, I am wondering if 
this would be a good time to buy another 
100 shares, or whether vou think it might 
pay to wait?—E. J. N., Evanston, Il. 


Tidewater Associated Oil Co., 
through subsidiaries, is engaged in all 
divisions of the petroleum industry. Its 
competitive position during recent years 
has been greatly strengthened by adding 
to crude oil reserves and co-ordinating 
marketing and refining activities. Ex- 
pansion in the marketing division has 
been conservative and has not neces- 
sitated large preferred stock and bond 
flotations for its accomplishment. Thus, 
the concern’s showing throughout the 
depression has been much better than 
that of many of its competitors. A loss 
was sustained in only one year, 1931, 
and that was a year of almost demoral- 
ized conditions in the industry. As a 
result of higher crude oil and gasoline 
prices, the company reported for 1933 
earnings equivalent to 61 cents a share 
on the common stock, against 13 cents 
a share in 1932. The most recent re- 
port, or that for the six months ended 
June 30, 1934, reveals net income of 
$2,678,385, equivalent, after allowing 
for dividend requirements on the 6% 


preferred stock, to 14 cents a common 
share. This was a marked improve: 
ment over the net of $174,355, or 26 
cents a share on the 6% preferred stock, 
in the first half of 1933. Despite the 
fact that substantial amounts of pre- 
ferred stock and funded debt have been 
retired since 1929, financial condition 
of the organization is featured by ex: 
treme liquidity. As of June 30, last, 
total current assets amounted to $52, 
544,752, including cash and marketable 
securities alone of $14,165,296, and cur- 
rent liabilities were only $9,518,225. 
Unpaid accumulated dividends on the 
preferred stock amounted to only $3 a 
share as of July 1, last, and indications 
are that all arrearages will soon be paid 
off and the way cleared for distributions 
on the common, should earnings justify 
such action. Considering the marked 
progress which the management has 
made in co-ordinating facilities and re- 


ducing fixed charges, we feel that the 


common stock is attractive around cur: 
rent levels, despite the uncertainties still 
existing in the industry. 


GLIDDEX Co. 


I was interested in reading your analysts 
of Glidden Co. last March. I now have 
sume additional funds to invest and wonder 
if you still favor this stock. I will appre- 
ciate your comments—A. S. G., St. Paul, 
Alinn. 


Originally engaged exclusively in the 


paint manufacturing business, Glidden | 
Co., during recent years, has diversi- | 


(Please turn to page 625) 
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| technicians after an exhaustive analysis of all factors which fects which have hampered business activity will be 
» might influence the market. remedied. 
Bullish Developments Expert Counsel Imperative 
Market psychology may readily witness an over-night im- The average man, occupied with his business or professional 
provement caused by imminent favorable developments. affairs, has neither the time nor facilities to determine 
On October first the Securities Exchange Commission goes __ which securities will be market leaders—and which will be 
into effect with prompt issuance of all essential measures. laggards. Many investors and semi-investors have found 
These will not interfere with natural fluctuations and will a highly satisfactory solution to this problem by turning to 
encourage legitimate market The Forecast for authoritative, 
operations. | definite guidance. 
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DU RHIN 


6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 
to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the 
Opera. A hotel distin- 
guished by that gracious 
charm and comfort found in 
the best homes and appre- 
ciated by a discerning 
clientele. 


Prices Adapted to Present Conditions 


Single room and bath........ 50 frs. 

Double room and bath....... 75 frs. 

DY 262 osu seasss oe 100 frs. 
— No Taxes — 
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PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 75 


A quarterly cash dividend for the 
three months’ period ending Sep- 
tember 30, 1934, equal to 142% of 
its par value, will be paid upon the 
Common Capital Stock of this 
Company by check on October 15, 
1934, to shareholders of record at 
the close of business on September 
29, 1934. The Transfer Books will 


not be closed. 
D.H. Foote, Secretary- Treasurer. 


San Francisc« 


California. 











A dividend of 
clared on the 
October 15, 


close 


The Board of 
tribution be regarded simply as 
earned surplus and not the 


MAGMA COPPER COMPANY 
Dividend No. 48 
50 cents per share 
stock of this company, 
1934, to stockholders of record 
of business September 29, 1934. 
Directors requests that this dis- 
a return out of 
establishment of a 


has been de- 
payable 
at the 


dividend basis or policy for the future, formula- 
tion of which sbould not, in the opinion of the 
Board, be attempted at this time 

H. E. DODGE, Secretary. 


September 18, 





1934. 
THE CUDAHY PACKING COMPANY 
Chicago, Hl., Sept. 20, 1934 


The Board of Directors has this day declared the 


regular semj-anrual 


(3%) 


and three and one-half per cent (344 
Preferred Stock of the 
ber 1, 


dividend of three per cent 
on the 6% Vreferred Stock of the Company 
G) of the 7% 
Novem 
1934 


Company, payable 
1934 to stock of record October 20, 


Also the quarterly dividend of sixty-two and one- 


half cents (62%c) per sliare on the 
3 
of the Company, 


Common Stock 


payable October 15, 1934 to stock 


of record October 5, 1934 
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A. W. ANDERSON. Seercstary 
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Market Weighs New Deal 
Uncertainties 


(Continued from page 589) 





eee 


aggregate chain store sales holding 8 or 
9 per cent above a year ago. The fact 
that heavy rains have broken the 
drought in various western states un- 
questionably will brighten the trade 
prospect for the rest of the year, at 
least as concerns consumption goods 
lines; even though it can mean little to 
the much more important heavy indus- 
tries, which remain the sore spot of 
depression. 

While employment and payrolls are 
declining, they remain substantially 
above the levels of a year ago, as indi- 
cated by the August statistics. Togeth- 
er with the fact that industrial activity 
is lower than it was a year ago and that 
retail trade is well maintained, the em- 
ployment and payroll figures lend 
factual confirmation to the view that 
consumption has been running ahead 
of production. This should make pos- 
sible a moderate recovery in production 
in the near future. 

As will be observed, the current eco- 
nomic scene may be described as mixed 
and spotty. Not the least of its para- 
doxes, one notes that the Federal Re- 
serve index of bank deposit turnover— 
showing the velocity with which “bank 
money” is being used—is at a new low 
for the year; while commercial paper 
outstanding is the largest since October, 
1931, commercial loans continue to rise 
gradually and bank investments—other 
than in Government bonds—are ex- 
panding. 

One can at least hope that the latter 
part of this paradox is the significant 
thing, showing a slow convalescence in 
the credit mechanism 





Movies Benefit from 
Clean-Up Drive 
(Continued from page 603) 
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bailiwick. But there is always the 
ghostly vision of television! 

There is a further point for the con- 
sideration of investors, and that is the 
growing inclination to view the pro- 
duction of motion pictures as some- 
thing akin to public service, to trans- 
portation and the generation of elec- 
tricity and the operation of telephone 
systems. It is coming to be argued that 
any medium of thought transmission 
which so vitally affects the thinkiny 
processes and the conduct of mankind 
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as does the cinema must expect to en’ 
counter efforts to control and regulate 
it. The situation at present is showing 
the aroused revolutionary spirit of 
those whose protests have been too long 
ignored. Having focussed public at- 
tention upon the situation it is 
hardly to be expected that the church- 
men will contentedly relinquish their 
position. It is not always realized that 
there are 240,000 churches in the 
United States and that each one of 
them has a preacher who stands for 
everything the movies have assumed to 
ignore. 

This need not, for the reasons given 
above, affect the motion picture as an 
investment, for it is being proved with 
almost every week that passes that good 
pictures and popular pictures can be 
produced, and that these will attract 
the public in paying quantities. And 
it is well to remind the producers that 
while they are, as they so heatedly pro- 
test, manufacturing entertainment and 
not preachments, there is no reason to 
ignore the enormous field offered by the 
churches or the tremendous _possibili- 
ties for dramatic presentation of re- 
ligious principles. Indeed, one may of- 
fer to the producers that sage advice so 
successfully used—for a time—by Mr. 
Hays: “If you can’t control ‘em, join 
em. 





A New Wave of Depreciation 
Threatens World Currencies 


(Continued from page 591) 





whole edifice of world economy com- 
menced to crumble. England's cur- 
rency was the first important one to 
break and it carried with it many 
others. Pressure on the rest of the 
world intensified. We threw up gold 
and started trying to put Humpty- 
Dumtpy together again. Pressure on 
everyone else. And now the gold bloc 
may complete one turn of the vicious 
cycle. 

Surely, the world has arrived now 
at a point where to stop, look and 
listen is imperative. It is nonsense to 
suppose that any country can obtain 
other than a very fleeting advantage 
over another by depreciating its money 
and persistence in a belief to the con- 
trary spells universal ruin. 

The time has come for international 
agreement. Proceedings might well be 
initiated by a statement, giving real, 
definite assurances on the part of the 
United States Government that the 
present monetary unit of the country 
was not to undergo further tinkering. 
This might bring about some temporary 
deflation in this country, but it would 
on the other hand certainly be so re- 


assuring to private capital that the lat- 
ter might well start doing something. 
In addition to the assurances on the 
part of the United States, it would be 
necessary for the country to adopt a 
policy towards expenditures different 
to that currently existing. If this is 
not done, it is only a question of time 
before we will find ourselves unable to 
hold the present standard regardless 
of our willingness to do so. 

Having taken these steps, or having 
expressed a desire to take them, we 
could approach the British Government 
with a view to obtaining an agreement 
from them that they would let sterling 
seek its natural level. After a reason- 
able period of trial, a conference, the 
delegates to which should have real 
power to bind their respective govern- 
ments, would be held. To it the prin- 
cipal gold bloc countries would be in- 
vited. Or perhaps it would be neces- 
sary for only France to attend; for if 
the United States, England and France 
could agree upon a monetary policy, 
there would be little need to worry 
about what the rest of the world did. 

Conceivably, France at this time 
might wish to devalue the franc in 
order to avoid making the full internal 
adjustment necessary to bring her in- 
ternal price level into line with the 
other two countries. If she wanted to 
do this, neither the United States nor 
England could make valid objection. 

The advantages of stabilization by 
international agreement is that the 
matter is made easier for everyone. If 
one country by itself should see the 
folly of progressive depreciation and 
decide to have no part in it, she would 
find herself in a position analogous to 
that of France today and it would take 
all her forbearance to stand firm until 
the others fell into line. Indeed, she 
might be unable to provide the for- 
bearance required for the task, in which 
case stabilization would be possible 
only by international agreement. 

Today is not too soon to do some: 
thing about this matter, for the longer 
the world delays with this question of 
progressive currency depreciation, the 
more dangerous it becomes. 





——— 


Answers to Inquiries 
(Continued from page 620) 





fied its activities by building up a sub- 
stantial line of food products. The lat- 
ter division came into being as a result 
of the company’s desire to utilize its 
linseed crushing mills more fully by the 
production of edible oils. These oils 
are manufactured into nut margarines, 
salad oils, etc. In 1929 the food divi- 
sion was greatly expanded through the 
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acquisition of numerous going concerns 
which had long been established in re- 
lated divisions of the business. With 
the advent of the depression and the 
consequent sharp decline in the demand 
for paints, lacquers and varnishes, the 
more stable food division amply demon- 
strated its value to the company and 
enabled a much better earnings record 
than would otherwise have been pos- 
sible. The decided improvement which 
took place in the economic situation last 
year greatly stimulated sales of the 
paint division and enabled the company 
to report, for the fiscal year ended Oc- 
tober 31, 1933, earnings equivalent to 
$1.54 a share on the common stock, 
against only 6 cents a share in the pre- 
ceding year. This earnings improve- 
ment was extended during the first 
seven months of the current fiscal year, 
or the period ended May 31, last, when 
net income amounted to $1,091,931, 
and was equal, after allowing for divi- 
dend requirements on the 7% preferred 
stock, to $1.30 a share on the common. 
In the corresponding period of 1933, 
net income was $360,628, or 15 cents 
a common share. The balance sheet 
dated April 30, 1934, disclosed a strong 
financial condition, with current assets 
of $12,933,796 and current liabilities 
of only $2,922,413. Dividends are be- 
ing paid at a regular annual rate of 
$1 per share on the common stock and 
directors in July, declared an extra of 
15 cents a share. The company’s paint 
division is expected to benefit from the 
Federal Government’s program de- 
signed to stimulate home renovation and 
building, while the food division holds 
promise of gradual expansion. At cur- 
rent levels, therefore, we feel that you 
are fully warranted in purchasing the 
common stock both for the income af- 
forded and appreciation. 


R. J. REYNOLDS TOBACCO CO. 


I am well pleased with my investment in 
Keynolds Tobacco. Now that it is selling 
at new highs, I would be interested in 
knowing its trend from here—and whether 

ou counsel holding for further apprecia- 
tion.—P. J. B., Rochester, Minn. 

As a result of low cigarette prices 
and inroads made by the 10-cent brands, 
earnings of R. J. Reynolds Tobacco Co. 
in 1933 declined to the lowest level in 
many years. The company reported for 
that year a net income equivalent to 
$1.62 a share, as compared with per- 
share returns of $3.37 for 1932. Be- 
ginning with an upward revision in the 
wholesale price of “Camel” cigarettes 
in January, the situation turned decid- 
edly for the better. Although costs 


have been increased as a result of the 
NRA code and the processing tax on 
raw tobacco, higher leaf prices have im- 
paired the position of the 10-cent brand 
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producers and it now appears that com- 
petition from this source is no longer a 
serious factor. Cigarette withdrawals 
during recent months have registered 
decided gains over corresponding 
months of last year, despite the price 
advance from $5.50 to $6.10 a thou- 
sand, which became effective last Jan- 
uary. Earnings of Reynolds for the 
full year, therefore, should show defi- 
nite improvement over those of 1933. 
Not only has the company benefited 
from higher cigarette consumption, but 
sales of its leading pipe tobacco, “Prince 
Albert,” are also understood to have 
responded to the higher consumer pur- 
chasing power which has been in evi- 
dence for some time past. Financial 
condition of the company is excellent 
and this would allow maintenance of 
the present $3 annual dividend on 
the stock, even though not fully earned. 
On the basis of income afforded, and 
favorable long term possibilities, we 
counsel retention of your holdings. 


FRANK G. SHATTUCK CO. 


I can just about break even on 150 shares 
of Shattuck bought earlier this year. I 
would, therefore, appreciate your views on 
this company, and your advice as to whether 
I should hold or sell—P. R., New York, 
N. Y. 

Operating a chain of some forty-two 
restaurant and confectionery stores, 
situated principally in and around New 
York City, the Frank G. Shattuck Co. 
has established an enviable reputation 
for the high quality of its food and 
candies. As was the experience of 
practically all organizations dealing in 
quality merchandise, sales and earnings 
pursued a downward course from 1929 
through 1933. Thus, net income in 
1929 amounted to $3,355,720, or $2.60 
a share on the capital stock. In 1933, 
net income was only $324,206, equiv- 
alent to 26 cents a share, or roughly 
one-tenth of 1929 earnings. It is grati- 
fying to note, however, that while earn- 
ings have fallen substantially, a profit 
has been shown in each year of the de- 
pression. In the latest earnings report, 
which is that for the six months ended 
June 30, 1934, there was a net profit 
of $147,954, equal to 11 cents a share, 
compared with $35,913 loss in the cor- 
responding interval of 1933. We as- 
sume, therefore, that the financial con- 
dition is not materially changed from 
that of the last year-end, when total 
current assets, including $6,110,106 
cash and marketable _ securities, 
amounted to $7,754,731 and current 
liabilities were $612,330. In view of 
the fact that the company has in no- 
wise altered its high standards of qual- 
ity, any further increase in consumer 
purchasing power may be expected to 
find prompt reflection in sales. Liquor 


is now being served in several Schrafft 
restaurants and this is expected to im: 
prove the competitive position of the 
company. When consideration is given 
to the substantial per-share earnings of 
the company in pre-depression years, 
and in view of the belief that we are 
in an uptrend of the business cycle, we 
would suggest maintenance of your 
position in the stock, at current reason- 
able quotations. 


NATIONAL DAIRY PRODUCTS 
CORP. 


I now have 5 points profit in National 
Dairy. I am undetermined whether to hold 
or sell, so will appreciate any comment you 
would care to give me on this company and 
its prospects —C. L. F., Cincinnati, Ohio. 


Earnings of National Dairy Products 
Corp. during recent years have been ad- 
versely affected by an excessive supply 
of milk and consequent low prices as 
well as by declining sales. During the 
years immediately preceding the depres- 
sion, the consumption of dairy products 
showed a steady up-trend and this en- 
couraged breeding of dairy cattle. As 
depression influences began to curtail 
consumption, the milk supply could not 
be immediately adjusted to demand and 
this led to low prices and extensive com- 
petition from independent marketers 
whose chief appeal was “price.” Al- 
though price reductions were in effect 
largely stood by the producers, profit 
margins of the large distributors were 
necessarily narrowed. With the vast 
majority of farmers unable to break 
even on their milk sales, there has na- 
turally been some falling off in pro- 
duction and this likely will be accen- 
tuated by the drought which has cur- 
tailed forage and increased prices of 
feed stuffs. Concurrently there has re- 
cently been an increase in consumption 
as a result of higher consumer purchas- 
ing power. It would seem, therefore, 
that the outlook is for gradual improve- 
ment in milk prices henceforth. Al- 
though dollar sales of National Dairy in 
the first half of the current year showed 
an increase of approximately 17% over 
those of the corresponding interval of 
1933, this sales expansion was not sufh- 
cient to offset higher costs. Net profit 
for the period amounted to $4,009,387, 
equivalent, after preferred dividend re- 
quirements, to 58 cents a share on the 
common stock, against $5,173,603, or 
76 cents a common share in the first 
half of 1933. With the basic position 
of the dairy industry more favorable 
than has been the case for some time 
past, however, National Dairy should 
be able to adjust selling prices to con- 
form more closely with present costs. In 
view of the company’s strong financial 
condition and leading position in the 
industry, therefore, we feel that you 
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should retain your stock with a view to 
more favorable long term developments. 


LOOSE-WILES BISCUIT CO. 


I had thought Loose-Wiles would be do- 
ing better with higher food prices antici- 
pated for this winter. But with its stock 
selling near the low for this year, possibly 
the outlook isn’t so favorable. Please ad- 
vise me.—R. D., Brooklyn, N. Y. 

The decline in quotations for the com- 
mon stock of Loose-Wiles Biscuit Co. 
may be attributed to the earnings con- 
traction registered during the June 
quarter of the current year, in compari- 
son with the corresponding interval of 
1933. For the three months ended June 
30 last, net income amounted to $313,- 
218 or 48 cents a share on the common 
stock, as compared with $412,096 or 67 
cents a share in the preceding quarter 
and $399,813, or 64 cents for the sec- 
ond quarter of 1933. The chief causes 
contributing to the reduction of earn- 
ings evidenced during the more recent 
past are the higher cost of operations 
and materials, as well as smaller sales 
volume during the latter part of the 
1934 June quarter. As a result of the 
rather disappointing profits registered in 
the second three months period of the 
current year, net income dropped from 
$764,910 or $1.22 a share registered in 
the first six months of 1933 to $725,314 
or $1.15 a share for the first half of the 
current year. Nevertheless, the per 
share returns thus far during the cur- 
rent year have covered dividend re- 
quirements, and there is ample basis 
for the belief that little difficulty will 
be experienced in providing full cover- 
age for the balance of the year. This 
factor, coupled with a satisfactory 
financial condition of Loose-Wiles as- 
sures maintenance of the current divi- 
dend rate for the remainder of 1934, 
at least. In view of the fact that the 
shares cannot be regarded as particular- 
ly over-valued in relation to income re- 
turn offered on capital invested there- 
in, we do not favor the sale of your 
holdings at this time. The strong trade 
position of the company, its capable 
management and more favorable longer 
term prospects, justify your continued 


confidence. 


TEXAS GULF SULPHUR CO. 

What ts your opinion of Texas Gulf 
Sulphur speculatively, and from the invest- 
ment, angle? Do you think this company’s 
earnings trend is still upward? Do you 
consider the present dividend rate secure? 
—S. H. L., Boston, Mass. 

Operations of the Texas Gulf Sul- 
phur Co., the world’s leading producer 
of sulphur, reflect to a large degree the 
pace of industrial activity. The fer 
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tilizer, oil, chemical and steel industries 
are the largest consumers of sulphuric 
acid, the chief product of sulphur and 
a basic chemical which is utilized in 
almost every branch of industry. The 
price of sulphur has been stabilized for 
nany years, with the result that no 
year-end inventory adjustments have 
been necessary during the depression 
year. The company earned $2.93 a 
share in 1933 compared with $2.37 in 
1932. For the first half of 1934, earn- 
ings were equivalent to $1.32 a share 
against 95 cents in the initial six months 
of 1933. Stockholders will vote shortly 
on the proposed acquisition of the sul- 
phur land rights of the Gulf Oil Corp. 
in exchange for 1,300,000 shares of 
Texas Gulf stock. Under the old lease 
agreement, Texas Gulf would soon have 
te pay a 50% royalty on profits from 
sulphur shipped from Boling Dome, 
which at present constitutes 60% of its 
sales. The acquisition of the Gulf Oil 
land rights will mean that earnings will 
be divided with Gulf Oil on a basis 
more favorable to Texas Gulf stock- 
holders. Earnings can be expected to 
expand with increased industrial activ- 
ity and the present dividend rate is con- 
sidered secure. We endorse the issue 
as a longer term investment. 


CHASE NATIONAL BANK 


I would be interested in your views on 
the outlook for bank stocks at this time, 
particularly Chase National Bank, Do you 
think I am gustified in holding this stock 
bought at around 33?—W. H. D., Chicago, 
Ill. 


As a group, bank stocks reflect stock 
exchange fluctuations and the recent de- 
cline in market price does not bear up- 
on intrinsic value. With few excep- 
tions, second quarter earnings of local 
banks indicated profits in excess of divi- 
dends and after allowance for charge- 
offs and reserves. As of June 30, 1934, 
book value of Chase National Bank was 
$23 per share. Undivided profits on 
that date were $16,521,000 before the 
second quarter dividend on the common 
and preferred stocks. This compares 
with undivided profits of $11,375,000 
as of March 31, last. At mid-year 
gross deposits were $1,533,447,000, an 
increase of $35,961,000 from March 
31, last and $169,108,000 from the end 
of 1933. In 1933 Chase Bank reported 
net earnings after taxes but before al- 
lowances for reserves and charge-offs, 
of $25,298,000, equivalent to $3.42 per 
share. Second quarter earnings in 1934 
were 63 cents per share. Also last year 
in addition to the large write-offs of 
previous years, over $70,000,000, the 
net amounts charged off and placed in 
reserve account were $78,696,971. 
German short-term credit commitments 
have been drastically reduced from the 


1930 total of $115,980,378. Of the 
1933 total of $34,949,331, only 3% was 
epen credit, without pledged security. 
In 1933 it was reported that the entire 
holdings of the bank in the principal 
of the Cuban Public Works obligations 
amounted to a face value of $13,336,- 
385. The Chase Bank operates profit- 
able foreign and trust departments; re- 
cently the foreign department has en- 
joyed exceptional income from silver 
future markets. At current levels of 
approximately 22, Chase Bank stock, 
paying $1.40, gives a return of approx- 
imately 6%. It is our opinion that, 
under the present conservative manage- 
ment, the potential earning power of 
the Chase National Bank and the sal- 
vage possibilities from heavy write-offs 
fully justifies retention of stock pur- 
chased at higher levels. 





NRA in Rehabilitation 
(Continued from page 596) 





latter actually achieved reinstatement 
after being fired, despite Johnson’s epi- 
thetical rage. Central figure in office 
politics whirlpool is “Robby” Robinson 
the famous secretary who jumped from 
$25 a week to $6,000 a year within 
three months as General Johnson’s as- 
sistant. A story is told about her that 
she saved one of the greatest codes 
from angry shipwreck by telling the 
General to reverse his attitude while 
she sent his chauffeur racing to catch 
the seething code bosses before they 
gave the signal for revolt. 

Aside from labor, the greatest fail- 
ure of N R A has been in respect of 
price regulation. Just as its labor 
policy encouraged labor to follow the 
path of revolt, its price policy has 
encouraged untimely and artificial 
price increases. Indeed, the two unto- 
ward results proceed from the same 
evil root of uneconomic interference 
with wages, hours and labor representa- 
tion. Artificial prices for labor were 
inevitably and formally translated into 
artificial prices for goods. Whatever 
labor gained in pay it lost in price, and 
a barrier was set up in the road to 
recovery. 

Prices rose more than consumption 
could stand, and production, of course, 
fell off. Today the country is in the 
strange position of witnessing an ex- 
pansion of wholesale and retail trade, 
measured in money value, at the same 
time that production is diminishing. 
The conviction is growing that N R A 
is in effect holding back the normally 
rising tide of recovery. The “tyranny” 
of price and production control is rais- 
ing up rebels in every code. Heresy 
in regard to artificial control of both 
price and production has appeared in 
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N R A itself, at the very fountain 
head of what should be its policies. 

Price control, except for the natural 
resource industries, is likely to be de- 
leted. And yet chilling dismay spreads 
through many of the Code Authorities 
as they think of what will probably be 
the ummediate consequences of sudden 
price abandonment. It is calculated by 
one of the first five or six industries in 
the country that abandonment of price 
control would mean virtual suspension 
of the entire industry, a tremendous 
increase in unemployment, ruinous 
price cutting and widespread bank- 
ruptcy. 

Leon Henderson, chiet of the research 
and planning division of N R A has 
tendered his resignation because he 
finds that N R A policies are not pro- 
moting recovery. He is quoted as say- 
ing that the type of reorganization of 
N R A is far less important than the 
ebjectives at which it aims. These ob- 
jectives are, of course, the purposes 
stated in the industrial act (notably, 
to promote the fullest possible use of 
present productive capacity), purposes 
which have been ignored. Henderson 
appears to hold that the codes in their 
effort to soften competition in the busi- 
ness world have brought about condi- 
tions which restrict production. Unem- 
ployment, he says, is brought about by 
interference with competition which 
keeps it from functioning freely and 
effectively. Presumably, this dictum 
applies to interference, whether by or- 
ganized labor or by consolidated capi- 
tai. It is a proper inference that busi- 
ness as well as labor has perverted the 
Recovery Act. It should be added 
that Henderson does not find fault with 
the Act itself. He approves the codi- 
fication of business, and sees tremen- 
dous possibilities of constructive ac- 
tion under it. 

Even with the best of policies and 
objectives, it must be said for N R 
A that it is confronted by a 
colossal and perhaps insuperable task 
of realizing all of them. That re- 
sponsibility is necessarily largely up- 
on the codes and code authorities. To- 
day many of the authorities are faced 
with open or passive revolt. Price en- 
forcement is virtually impossible in 
many instances. The authorities com- 
plain of delinquent compliance mea- 
sures by N R A, but the trouble may be 
deeper than code or law, beyond NR A 
and the authorities. It may be as deep 
as the failure of prohibition—the utter 
inadequacy of any law which is not 
supported by public opinion. 

When codes were all the rage there 
was a remarkable approach to unani- 
mity among those subject to them, but 
the honeymoon is over and quarrels 
rage. Aside from group discontent 
there is a pervasive opinion that the 
whole New Deal is on the wrong 


track so far as recovery is concerned. 

But it is prudent to observe that it 
is probably a fact that the best minds 
in all the great industrial groups are 
convinced that N R A is the present 
form of something which they want to 
keep. They do believe that there must 
be some orderly direction and control 
of business in its own interests if not 
in the public interest. The idea of 
business self-government under certain 
public sanctions appeals to them. These 
men are generally tolerant of present 
error and wrong in the hope that some- 
how there will grow out of NR Aa 
medium through which capitalism may 
retain for society its peculiar virtues 
and add those of the ideals that inspire 
socialists. At the same time they ad- 
mit that so far our efforts toward a 
planned economy have not only been 
discouraging, but make it doubtful 
whether a completely planned economy 
will ever be possible in the American 
sgene. 

Labor is now for the abolition of 
N R A in order to make way for a 
complete control of production under 
a national agency in which capital, 
employers, labor and consumers would 
equally participate. A large section of 
industry is in favor of a general re- 
treat from virtually all interferences of 
government with business, except some 
broad safeguards of social welfare. And 
wonder of wonders, one of these broad 
safeguards is the anti-trust laws! Only 
the other day at a secret meeting of 
150 industrialists it was advocated that 
the place of N R A was to control the 
monopolistic industries through “modi- 
fied cartels”, while other industries 
were to be left free from governmental 
supervision, under liberalized anti-trust 
laws, but authorized to group them- 
selves together for self-government. 

We are witnessing a reaction among 
capitalists toward capitalism. Capi- 
talism is again exhibiting capitalists. If 
N R A and much else the New Deal 
has produced are to be condemned 
business must share the blame because 
it was so eager for Government to do 
so many things for it. For a while 
our capitalists were in reality our most 
influential socialists. They have recov- 
ered their identity a little late in the 
day, and they will probably never re- 
cover much of what they lost—perhaps 
should not—but the time is coming, 
it they will show their colors, when 
they will have their innings; possibly 
during the present Administration. 

It is said on excellent authority that 
ne matter how great the Administration 
victory in the Congressional elections, 
the President thereafter will be more 
intent upon recovery and less upon 
immediate attainment of the millenni- 
um, and that before the snows of 
winter shall have melted, the White 
House point of view will be more real- 


istic than heretofo: The socta 
medicine men will have less influence 
and the orthodox doctors more in plot- 
ting the road out of depression. Why 
not? Already the Administration has 
admitted that profits are essential to 
business! 





France Stubbornly Sticks 
to Gold 


(Continued from page 599) 





eign securities have fallen about 5 per 
cent. But there is little activity on the 
Bourse. 

Railway car loadings and gross re- 
ceipts are running 2 to 5 per cent below 
those of last year, month for month; 
and gross receipts for 1933 were 6 per 
cent below those of 1932. 

The budget for 1935 has been nomi- 
nally balanced at 47,000,000,000 francs 
—about $3,100,000,000, but actual def- 
icits are chronic in France since the 
days of Poincare. The 1933 deficit was 
about 7,000,000,000 francs, and the 
1935 budget is planned to take care of 
a big 1934 deficit. Economy on paper, 
at least, in line with the deflation pol- 
icy of the government, is being rigidly 
followed. 

Doumergue’s heroic emergency econ- 
omy decrees have resulted in an esti- 
mated decrease of 2,760,000,000 francs 
in governmental expenditures, besides 
1,500,000,000 cut in military pensions. 
At the same time reduction in taxation, 
particularly income, is contemplated, 
although it is intended to spend con- 
siderable sums on public works as a 
relief measure. Despite rate cuts, it is 
hoped to increase revenues by widening 
the base of income taxation so as to 
reach some of the 15,000,000 persons 
who receive incomes but do not make 
income returns. The funds to be spent 
on public works are to be borrowed 
from the social insurance fund. Should 
employment not be increased and this 
fund be dissipated the resulting discon- 
tent might flame into revolt, as half 
the fund is contributed by the workers. 

In general, it may be said that while 
the United States is endeavoring to 
spend its way out of the depression to 
the tune of colossal expenditures and 
appalling budgetary deficits France is 
trying organizingly to economize out of 
it. It is fair to say, however, that ow- 
ing to the thrifty habit of the French 
people of taking care of themselves in- 
dividually and by families, France has 
so far had only a trivial relief problem. 
Moreover, France which is a poor coun- 
try relative to the United States, can 
resort neither to revenues nor borrow- 
ing on anything like the American 
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scale. The net national income of 
France even in 1929 was only $7,000,- 
000,000, compared with $87,000,000,- 
000 in the United States. After allow- 
ing for the difference in population the 
income of the latter would be four 
times that of the former. 


At present the French treasury has | 


no difficulty in obtaining current funds 
by short time borrowing, but the public 
appears to be wary of funding opera- 
tions. In July the government fell short 


by 3,000,000,000 francs in an effort to | 


float a 10-year note issue to meet a 
3,000,000,000 maturity in October. 
Yet money is cheap and interest rates 
are falling. 

The financing problem contributes 
greatly to French reluctance to meet the 
world situation by reducing the gold 
content of the franc. The French ren- 
tiers have a painful reminder in that 
price index level of 500 to remind them 
of what the devalution of the franc in 
1928 meant to holders of fixed return 
investments, and the slightest intimation 


of any wavering in gold policy causes | 
them to tighten their purse strings when | 
the government talks of borrowing. | 
One capital levy by inflation is about | 


all they care for in a generation. They 
refuse to believe that domestic prices 
have not risen in countries which have 


deserted gold, in view of their own | 


experience with inflation of the franc 
which left the bondholder with, say, a 


fixed five paper-franc return to meet a 


quintupling of prices. 


On the other hand, France is, after | 


all, a nation among nations, and the 
difficulties of standing out for a mone- 
tary unit which was in line with world 
price in 1929, while most of the world 
has gone to paper are enormous. 
exceedingly doubtful whether it will be 
possible to meet the premium of the 


franc in other currencies by deflation | 


of French costs of manufacture, which 
is now the program. And the public is 
beginning to revolt against the incessant 
raising of tariffs, endless juggling with 
quotas and import licenses to stem the 
tide of imports, due to the fact that 
foreign goods are so much cheaper than 
formerly, measured by the franc. Two 
years ago a franc stood for about four 
cents in New York; now it is near 
7 cents; or putting it the other way, 
the dollar is now worth only 15 francs 
in Paris, against 25. 

Holland may go off gold any day; 
Switzerland and Belgium will follow, 
and France will then be the only coun- 
try in the world which has not aban- 
doned gold payments; dévaluated, or 
resorted to makeshift devices of pro- 
hibiting exports of gold and efforts to 
keep to gold measure in foreign ex- 
change and eschew it at home. Prices 
are slow to adjust themselves in popular 
acceptation to changes in currency. Even 
if foreigners do eventually have more 
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money as their price levels rise they will 
still be impressed by the fact that their 
currencies exchange for fewer francs. 
France can hardly wait for readjust- 
ments of exchange psychology which 
may require five or ten years. Her ex- 
ports are now only 40 per cent of what 
they were in 1929 and her imports 
about 50 per cent; while the number 
of tourists, whose expenditures in 
France are the equivalent of French ex- 
ports, has been more than cut in two. 
As the international playground and a 
center of luxury trade, France has par- 
ticularly suffered from the depression. 
There is little doubt that a shift in the 
monetary standard would improve her 
position in both these items as well as 
in foreign trade in general. As to 


whether the world would benefit if 
France joined the inflation procession is 
a dubious question. Some financiers 
hold that it is important to have one 
great currency stand fast, while others 
think that the sooner France lines up 
monetarily with other nations the bet- 
ter for all, because it is thought such an 
event will hasten a general return to an 
international gold standard. 

France commands admiration for 
having uncompromisingly held to gold 
against a paper world, and her example 
reminds us that we could have stood 
with her. But as one of her marshals 
exclaimed as he witnessed the glorious 
but futile charge of the British Light 
Brigade at Balaklava: “It is magnifi- 
cent, but it is not war.” 
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New York Curb Exchange _ 


Significant Foreign Events 
(Continued from page 593) 














ACTIVE ISSUES 


Quotations as of Recent Date 


Price Range 








— Recent 
Name and Dividend a Low Price 
Alum. Co. of Amer......... 85: 4814 52 
Amer. Cyanamid B (.25).... oats 14%4 16144 
Amer. Gas & Elec. (1)...... 333; 1854 20 
Amer. Lt. & Tr. (1.60)...... 193g 10% 1034 
Amer. Superpower......... 4% 134 1% 
Assoc. Gas Elec. “‘A’’.. : 234 7/16 11/16 
Atlas Corp.. epee 4 734 83< 
Cities Service... eer 41¢ 154 1% 
Cities Service Pfd.. 26%, 114 154% 
Colum. G. & E. cv. Pfd. (5) .. 103 67 73 
Consol. Gas Balt. ($.60)..... 68 53 63 
Creole Petroleum.......... 1433 954 1314 
Distillers Cp. Seag......... 26°% 87%, 15 
Elec. Bond & Share........ 23'4 918 97% 
Elec. Bond & Share Pfd. (6). 60 31 3834 
Elec. Pr. Assoc. (.40) 814 3% 4% 
Ford Motor of Can CA (50) 24 % 15 205% 
Ford Motor, Ltd. . . 9% 5'4 9% 
Glen Alden Coal. . 243g 1034 21 
Great A. & P. Tea N.-V. ®. 150 122 12914 
Greyhound Corp -- 20% 533 16 
Gr SO OF OM... 5. cscess 76%, 50 55 


1934 
Price Range 
——+-——-—. R2cent 
Name and Dividend “High Low Price 


Hollinger Gold (1.05)....... 
Hudson Bay M.&S........ 


Humble Oil (1)............ 4636 3314 4214 
Imperial Oil (.65).......... 1514 13 15! 
Inter. Petrol. (1.56) ......... 3054 1933 28% 
Lake Shore Mines (3)...... 60 41'5 659 


Niagara Hudson Pwr........ 


Novadel-Agene (2)......... 2314 17 20 
Parke, Davis (1.30)........ 263, 2233 263, 
St. Regis Paper. eee 5'4 2% 2% 
South _ atte Oil (1: :20) . cscs s bee 1744 «21 
Standard Oil, Ky. (1). ... 175% 1454 16% 
Swift & Co. (7) eats 203; 18% 18% 
| aS re - 40'5 34 38) 
0 Pree 14%, 75, 12% 
Tech Hughes (.40)......... 8'5 43% 4% 
United Foundries.......... 14 lo % 
United Gas Corp.. Bataty 334 134 1% 
United Lt. & Pwr. ‘A. pies 538 1% 15% 


United Shoe Mach (5)...... 
Walker Hiram H. W , 7 <2 
Wright Hargreaves (.60).... 10%, 6% 954 

















Bootlegging and Taxation 
Handicap Liquor Industry 


(Continued from page 613) 





Receivables are another item which 
may further “freeze” his working capi- 
tal. Formerly, it was the practice of 
distillers to sell warehouse receipts 
against liquor in storage, thereby real- 
izing an immediate cash return but 
since Repeal most of the larger dis- 
tillers have preferred to retain full 
title to aging stocks until they are 
actually placed in the channels of dis- 
tribution. Naturally, this will tend 
to postpone or limit dividends until 
stocks have been built up sufficiently 
for normal purposes. Although only 
a small portion of original production 
was retained for aging, it is estimated 
that recently as much as 50% of total 
production is going into storage. At 
this rate it will require at least three 
years for the domestic industry to build 
up sufficient stocks to meet blending 
requirements. 

The rapid turnover of stocks in the 
first months of Repeal enabled produc- 
ers to do business with distributors on 
practically a cash basis. Since then, 
however, collections have slowed up 
perceptibly and in the case of those 
states which operate their own liquor 
stores, producers: have been placed in 
the position of practically doing the 
entire financing of the state monopoly. 
As sales have slackened and profits de- 
clined in these states’ monopolies, the 
portion of “frozen” receivables held by 
producers has become progressively 
larger. This phase of the present situ- 
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ation, however, would be substantially 
corrected by increased sales. 

With the season of heaviest con- 
sumption close at hand, there should 
be a marked upturn in sales. This 
however is unlikely to prove more than 
a temporary respite unless the legiti- 
mate producer, wholesaler and retailer 
are given a fair opportunity to com- 
pete with the bootlegger and drive 
him out of business. Increased efh- 
ciency in the organization of the in- 
dustry should permit some further, 
albeit moderate, reduction in prices but 
in the final analysis the situation boils 
down pretty convincingly to the mat- 
ter of taxes. A more realistic atti- 
tude on the part of Government, state 
and city authorities would do more 
than anything to relegate the bootleg- 
ger to the limbo of forgotten people 
and put the liquor industry on a sane 
and stable basis—to say nothing of 
enriching their own tax coffers. 

So far as representative liquor stocks 
are concerned, the shares of the lead- 
ing companies as National Distillers 
and Schenley appear to be selling at 
levels which not only disregard reported 
earnings but rather thoroughly discount 
the adverse factors in the situation. 
This is also true of the two leading 
Canadian issues, Distillers Corp.-Sea- 
grams and Hiram Walker. It is prob- 
able, therefore, that anything in the 
nature of constructive developments 
would be promptly translated into 
higher quotations. It must be recog- 
nized, however, the liquor stocks are 
still highly speculative; dividends re- 
main some distance away; and the 
promise of substantial price apprecia- 
tion must be largely a long term view- 
point. 


Spain, prevented from remitting divi- 
dends accruing from domestic business 
activity, exports from the Spanish plant 
to other countries billing remittances to 
offices located in countries not having 
exchange restrictions. It frequently 
happens that in this way profits arising 
from business within any particular 
country cover plant and operating 
costs, while dividends are obtained from 
net profits on exports. Remington 
Rand, still enjoys an active business 
through the operation of its plant in 
Germany, covering the sales territories 
of Central Europe. In this way, cer- 
tain tariff advantages are frequently 
enjoyed, which would be otherwise un- 
obtainable if exports originated exclu- 
sively in the United States. 

In any event, during these times of 
domestic political and economic uncer- 
tainty, companies operating manufac- 
turing units abroad, or participating 
through holding companies in foreign 
industrial enterprise, afford at least the 
added security for investors of geo- 
graphical diversification. 

In the broader sense, the observation 
may be made that since most people 
watch their pocket books with greater 
care than their politics, the interna- 
tionalization of industrial dividends 
may, in the long run, prove a more 
practicable guarantee of peace than the 
League’s present efforts to keep the 
world in order, merely by methods of 
moral suasion. 





As I See It 


(Continued from page 587) 





toward a more radical state are made 
to draw a large following. Thus it 
becomes comparatively easy for Post- 
master General Farley to build a po- 
litical machine which draws as much 
power from its patronage as any of 
the local political organizations which 
for decades have by similar tactics fat- 
tened on the taxpayers of our largest 
cities. 

Nor is it hard to understand how 
thousands of people in distress and 
suffering will find it politic to follow 
the dictates of those who control the 
distribution of largesse in the shape of 
expenditures and relief. It is not sur- 
prising that the people forget that the 
politician is merely a distributor of 
other people’s money and not the 
donor. 

It is not a new form of government 
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which is needed today, nor even an 
extension of the authority of the pres- 
ent government, but a sane and com- 
mon sense administration which rests 
on the foundation of that form of capi- 
talism which has already demonstrated 
its ability to provide the greatest com- 
fort and happiness to the greatest num- 
ber. The demand for such an admin- 
istration obviously constitutes a chal- 
lenge to leadership not only in the 
highest office but throughout Congress 
and the judiciary. Such leadership 
must become active in both political 
parties before we shall enjoy enduring 
recovery. The Republican party was 
defeated two years ago because it had 
grown soft and weak in office. If it 
is to come back, if only to the extent 
of electing a representative strong 
minority in Congress, it must offer a 
more inspiring type of leadership in its 
candidates than ever before. If it is 
tc represent the conservative thought 
of the country when the New Deal 
meets its final test two years hence its 
obligation to ee ent more able lead- 
ers than those recently suggested in 
party councils is overwhelming. 





Early Recovery or Govern- 
ment Ownership for the 
Railroads 


(Continued from page 608) 





lems. It is the purpose of this move- 
ment to include every phase of rail- 
road transportation and to employ 
every constructive appri ach, not mere- 
ly in the solution of difficulties, but in 
hastening and directing the improve- 
ment and development of the indus- 
try.” This new organization had its 
origin largely in the insistence of 
a group of prominent insurance com- 
panies and savings banks that the rail- 
roads make public a well-defined policy 
and set up an organization to make it 
effective. The proposed Association of 
American Railroads has the approval 
and will receive the co-operation of this 
group. It has been approved by Joseph 
B. Eastman, Federal Co-ordinator of 
Transportation. 

There is some question, even among 
prominent railway executives, as to the 
wisdom of the I C C granting the 
application recently filed by the car- 
riers, calling for a general increase in 
freight rates, averaging about 10%, 
and calculated to produce approxi- 
mately $10,000,000 additional revenue 
a year. Some of them are not certain 
whether the increases would prove 
more beneficial than detrimental in the 
long run, but they expect that at least 
some increases will be granted. Mr. 
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Eastman says the railroads need more 
trafic rather than higher rates. 

The application was made in an 
effort to meet in part the $353,000,000 
estimated additional expense placed 
upon the railroads by the Government, 
Of this large amount it was estimated 
that $293,000,000 would represent the 
increase in the cost of materials and 
supplies under N R A requirements, 
and from the restoration of the 10% 
deduction in wages that became effec- 
tive to the extent of 214% on July 1 
of this year. The balance would rep- 
resent the amounts that must be set 
aside by the railroads for pensions un- 
der the new law, based on 4% of gross 
earnings. It may be stated bluntly, 
without fear of serious contradiction, 
that the railway executives decided 
that, inasmuch as the Government had 
placed this big additional expense upon 
them, it was only reasonable to put the 
burden of finding a part of the money 
upon the I C C the regulatory body of 
the Government with respect to the 
railroads. 

The figures mentioned are big and 
the executives could see no way of 
meeting any part of the increase in 
operating expenses from these three 
sources, except through higher freight 
rates. If the I C C were to grant 
every new schedule set up in the com- 
prehensive application, and if, in every 
instance, the higher rates could be ob- 
tained, it was estimated that only $170,- 
000,000 of the $353,000,000 additional 
operating cost could be realized. The 
balance of $183,000,000, it was sug- 
gested, could come only from a general 
expansion in the volume of freight traf- 
fic obtainable by the railroads, which, 
by the way, is not definitely in sight. 

Right here is the big difficulty. Some 
prominent railway executives, without 
knowing what other steps to take to 
cover even a part of the additional 
operating costs, are not certain that the 
higher tariffs will prove practical and 
helpful. Some of them are not cer- 
tain either that they can put those 
rates into effect on certain commodi- 
ties between certain important points, 
where the truck is a particularly active 
competitor of the railroads. For in- 
stance, it is officially estimated that 
between the Twin Cities and Chicago 
the trucks take each year $6,000,060 

' less than carload freight from the 
tained, it was estimated that only $170,- 
railroads. It is feared that if rates were 
raised between these points the railroads 
would lose still more traffic. 

Those who are not heartily in favor 
of the proposed higher rates think that 
the entire freight rate structure should 
be at least simplified greatly as to the 
present numerous and complicated 
classifications. Other executives con- 
tend that the freight rate structure was 
worked out when the railroads had a 


monopoly of freight traffic and that, as 
this condition no longer exists, the 
structure should be thoroughly over- 
hauled to meet present economic and 
competitive conditions. Proponents of 
the new tariffs recently filed reply that 
this would take too long and would 
not meet the present emergency. If 
done the revision should be spread over 
a considerable period of time. 

Although the President appointed 
Joseph B. Eastman, Federal Co-ordina- 
tor of Transportation, and although 
regional co-ordinating committees were 
appointed to work in the principal 
geographical centers of the country, 
under his direction, very little of a 
practical nature has been accomplished, 
chiefly because co-ordination of physi- 
cal facilities of the railroads involved 
at once laying off workers. This con- 
flicted with the labor clause of the 
Transportation Act, knowns as 7A, 
and the President directed that the co- 
ordinating committees go slow on 
throwing railroad employees out of 
work. Consequently, co-ordination has 
meant largely numerous and elaborate 
studies of various outstanding features 
of railroad management, by a large 
staff under the direction of Mr. East- 
man, and at a rather heavy pro rata 
expense to the railroads. However, as 
has recently been well said editorially, 
what is needed now is action rather 
than more studies. 

What action is taken by the Presi- 
dent, I C C, Congress, security owners 
and the public, before the next session 
of Congress adjourns, will be vital to 
all concerned. What is done or not 
done probably will decide whether this 
country will have government owner- 
ship of its railroads within the next 
few years. It is for security owners, 
railway executives and the public to 
decide also whether they want this to 
happen. Within the period indicated 
security owners and the public should 
follow and study closely all develop- 
ments in connection with the railroads 
and co-operate whole-heartedly and ag- 
gressively to save them—if they want 
them saved and restored to prosperity 
again. 

Some close students of the present 
financial position of the railroads, and 
the market quotations for their securi- 
ties, believe that if, under these condi- 
tions, the Government were to take 
over the properties there would be very 
little equity for stockholders in the 
case of companies whose fixed charges 
are high, short term loans large and 
earnings relatively low. This idea is 
worthy of the most careful considera- 
tion by those most vitally involved. 

If, on the other hand, what is done 
for the railroads that should be done 
and can be done, and with a further 
substantial increase in trafic and earn- 
ing, there is no reason why the rail- 
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ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES INSURANCE COMPANIES—(Continued) 


Bid Asked 
4934 





Bankers (3) 

Brooklyn (4).. wk ine 
Central E Hanover @. gy 
Chase (1.40) .. Cee 


Hartford _— (2) 

Home (1. 

National Pie (2). 

North River (. 88). 

Phoenix (2). 

Travelers (16). 

United States Fire (1.60) .... 


Westchester F. (1.30) . 243; 


INVESTMENT TRUSTS SHARES 


Amer. Founders Trust 7%. Pfd... . 
Amer. & Gen. Sec. $3 Pfd 
Bullock Fund 
Collateral Tr. Sh.—A..... 
Corporate Trust—AA.. .. 
Incorporated Investors . 
Interl. Sec. Corp. of Amer., 
Do Cum. Pfd.. 
Nation-Wide Securities—B....... 
No. Amer. Trust Shares (1958) . . 
Second Intl. Securities A . riage 
Do 6% Pfd. 
Spencer Trask Fund. 
U. S. & British Internl. Pfd. . 


rers 
New York (6). 
Public (1.60) 
United States Trust (70)... . 


INSURANCE COMPANIES 


Aetna Fire (1.60) ......... 
Aetna Life (40). . 
Carolina (1) ae 
Glens Falls (1.60) ...... 
Globe & Rutgers... 
Great American (1) 
Hanover F. (1.60)....... 

















roads of this country should not con- 
tinue under private ownership, pros- 
per, and the better ones restore divi- 
dends within a reasonable time. Which 
alternative do the various groups named 
in this article want? Answer by your 
action in the next six months. 





Dollars from Bananas 
(Continued from page 615) 





established a minimum price of 2.29 
cents at which sales may be made in 
the United States. While it is prob- 
able that a large portion of the com- 
pany’s quota has been disposed of pre- 
viously at prices lower than the mini- 


unlikely that little more than moderate 
improvement has been registered this 
year. There is, on the other hand, a 
phase of the company’s activities which 
bids fair to become increasingly im- 
portant. Last year United Fruit placed 
into operation the Refrigerated Steam- 
ship Line, Inc., with service from Jack- 
scnville and Tampa to North Atlantic 
ports and offering citrus fruit growers 
refrigerated transportation at substan- 
tially lower costs. The demand for 
this service has grown rapidly and 
there are many who regard this step 
as the forerunner of a new chapter in 
the company’s career—entry into the 
citrus fruit industry. Certainly this 
would not be an illogical step. 

The Government policy of negotiat- 
ing reciprocal trade agreements with 
foreign nations along lines similar to 
the one recently signed with Cuba 


mum, but at a higher average than 
1933, there remains the profitable 
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opens up another field of imterestig 
conjecture. Central and South Ame 
ican countries are fertile ground fo 
such negotiations. In Honduras, fe 
example, 80% of the imports com 
from the United States while of ex 
ports, which are about double import 
68% go to the United States. Prag 
tically all of this trade is carried j 
United Fruit boats. Naturally any 
thing which would result in increases 
trade between this country and t 
Central American nations would b 
viewed with considerable satisfaction 
by United Fruit and should redound 
to the benefit of its stockholders. 


Financially, United Fruit is practi 
cally independent. Funded debt a 
about $14,000,000, borrowed from the 
Government for the construction of 
new ships, could be paid without diff 
culty out of cash assets. The bulk o 
this debt, however, costs only 3% 
annually. Last June, cash and Gov 
ernment bonds, were in excess of $39, 
000,000 and equal to about $3.30 fo 
each $1 of current debt. Stock 
capitalization of 2,925,000 shares i 
moderate and readily supportable by 
reasonably proportionate dividend 
Over a long period of years the com 
pany has built up a large and compre? 
hensive organization functioning as a 
unit but withal retaining sufficien 
flexibility in all branches to permit 
prompt and adequate adjustment te 
changing conditions. It has proven its 
ability to withstand all manner o 
hazards attendant upon its busine 
and it has achieved maturity but nofj 
senility. Founded upon this back 
ground, the company’s shares are not 
unworthy of the high regard in which 
they have long been held in conserva- 
tive New England—and elsewhere. 

At prevailing quotations around 73, 
United Fruit shares command a sizable 
premium if current earning power alone 
is considered. Looking back, however, 
at the company’s enviable record and 
looking forward to the potentialities 
present in several phases of the com- 
pany’s activities, it is not difficult to 
justify the liberal market appraisal. 





augury of higher prices for the final 
quarter and the 1935 year. 

In the first eight months of 1934, 
banana shipments received in the 
United States and Canada were 20% 
ahead of the same period of last year 
and it is safe to assume that United 
Fruit has accounted for the lion’s share 
of this gain. Prices remain unchanged 
from last year, while the prices of other 
domestic fruits and foods have risen— 
a condition which doubtless has stimu- 
lated sales of bananas. 

As to current shipping operations, 
one can only conjecture at this time. 
In view of the continued restriction of 
foreign trade generally, however, it is iii 


40 Bonds 
79.26 
78.95 
78.57 
78.44 


89.27 
89.25 
89.62 
89.44 
86.83 
87.34 


86.69 
87.37 
89.34 
89.35 
91.10 
91.08 


Monday, September 10......... 
Tuesday, September 11......... 
Wednesday, September 12...... 
Thursday, September 13........ 
Friday, September 14 

Saturday, September 15 


Monday September 17 
Tuesday, September 18......... 
Wednesday, September 19...... 
Thursday, September 20........ 
Friday, September 21.......... 
Saturday, September 22 
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MARKET STATISTICS 


N.Y.Times , 
N. Y. Times —Dow, Jones Avgs.—. —-——50 Stocks. 


Sales 
4,043,570 
5,104,490 
3,251,190 
3,143,040 
1,914,280 

724,520 


648,580 
535,200 
556,780 
487,000 
712,010 
283,510 


20 Rails 
34.10 
34.21 
34.57 
34.52 
33.43 
33.42 


33.19 
33.23 
34.27 
34.71 
35.39 
35.51 


High Low 
79.06 77.13 
77.57 76.56 
78.16 77.20 
78.25 TT .36 
71.47 75.65 
76.18 75.60 


76.11 74.96 
76.47 75.61 
78.00 76.71 
78.37 77.36 
79.65 78.05 
79.90 79.21 
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